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VVcifid Business Newsoaoef 


Cigarette sales 
lift Philip Morris 
profits to $1.1 bn 

Philip Morris, the US food and tobacco group, 
shrugged off anti-smoking sentiment in the US and 
reported a 37 per cent increase in net profits to 
CLlbn in the fourth quarter, mainly because ciga- 
rette sales in the company’s domestic market con- 
tinued their strung growth. Page 17 

Dlni government wins approval: The 

government of Mr Lamberto Mm, the first postwar 
Italian administration composed entirety of nonpol- 
itidans, yesterday secured a limited mandate in a 
parliamentary -vote of confidence only after many 
MPs abstained from voting. Page 16 

Rocket hits markets: A missile fired from 
Norway triggered an international scare, with a 
Moscow news agency reporting that ft had crossed 
into Russia. The news briefly cut the value of the 
D-Mark because Germany is Russia's biggest west- 
ern trading partner. Oslo skid the launch was part 
of a cmfcan research programme and the rocket 
went down as planned in north Norway. 

Hyundai to reduce subsidiaries: Hyundai, 
South Korea’s largest conglomerate, plans to cut 
the number of its cnheriHaripfi from 50 to 23 through 
mergers and disposals within the next three years. 
Page 17 

Dutch bank sHpts N Korean deal: MG Bank 
is to became the first foreign financial institution to 
establish an office in North Korea, the world's most 
isolated economy, after the Dutch bank signed an 
agreement with a North Korean partner. Plage 17 

Ulster settlement gives unionists veto: 

UK-Irish proposals for a 
political settlement in 
Northern Ireland look set 
to give unionists an 
effective veto over the 
scope of executive pow- 
ers to be entrusted to 
new aD-Erdand bodies. 

Sir Patrick Mayhew, the 
Northern Ireland secre- 
tary, and Mr Dick Spring 
(left), tire Irish foreign 
minister, are due to meet 
inLondon today to discuss the proposal. Page 10 

Wafcoftam appoi nt m en t prompt s critfcfsm: 

The appointment of former House of Lords leader 
Lord Wakeham, to the board of merchant bank 
.w M Rothschild at an annual salary of around 
£25,000 ($38,000) - has prompted fresh allegations 
from the Labour party that ex-ministers are exploit- . 
tog their powers. Page 10 

Efcdriln robbsry nets $4Jm: Armed robbers 
smashed their way into a private security depot in 
Dublin and stole I£3m ($4.5m) in one of Ireland’s 
biggest robberies. Tbe five-member gang dug 
through a perimeter ditch and used railway sleep- 
ers to construct a bridge into the depot 

Hu epidemic Mis Kobe refugees: A flu 

epidemic brake out among tens of thousands of ref- 
ugees from the Kobe earthquake and emergency 
appeals went out for doctors and nurses. $10hn for 
Kobe port rebnfldtog, Page 4 

Nesttt sales decline: Nestle, the world’s largest 
foods group, has reported a 1.2 per cent decline in 
sales to SFr5(L8bn ($44.7bn) for 1984 and weaker vol- 
ume in the fourth quarter. Page 19 

Hong Kong bank (Bsappoints: Bank of East 
Asia, Hong Kong’s third largest listed bank, disap- 
pointed the colony’s stock market in spite of a 38.6 
per cent rise in net profit to HK$L54bn ($199m) 
from HKJLlbn a year ago. Page IS 

Philippines wants US mlVItavy In Asia: The 

US should step up its military presence in south- 
east Asia, Roberto Ramulo. the Philippines foreign 
secretary, said on a visit to London. Page 4 

5 Korea approves company expansions: 

South Korea will permit the country’s large con- 
glomerates to expand if the family owners who 
rinmingte the industrial groups reduce their share- 
holdings to less than 20 per cent Page 16 

Hostages held in El Salvador: More than L000 
former members of El Salvador's armed forces have 
tafcpn over four public buildings and are holding 
scores of hostages, in protest at tbe government's 
failure to honour redundancy promises. Page 8 

Hungarian and Stovakbm leaders meet : 

The prime ministers of Hungary and Slovakia said 
they had made important progress in resolving dif- 
ferences between, their countries. Page 3 

Sarajevo mission cancelled: Me dia tor s from, 
tbe five-nation “contact grotto” in Sarajevo broke 
off thrir mission to Bosnia, a musing the Bosnian 
Serbs of blocking the way to new peace talks.- 
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Fed chief warns failure of $40bn aid would threaten free market trend 

US urged to agree Mexico deal 


By Nancy Dunne In Washington 
and Ted Bardacfca m Mexico Cfty 

Mr Alan Greenspan, chairm an of 
the US Federal Resale, yester- 
day warned Congress that failure 
to pass the $40tm Mexican loan 
guarantee package would 
threaten the global treed towards 
free market* and democracy. 

Mexico’s problems were trig- 
gering capital flight in other 
wnArging markets, inpinrthig Bra- 
zil and Argentina, and to “other 
developing countries ... not even 
remotely related to Mexico - for 
example, in Asia and central 
Europe as well as in a few indus- 
trial countries," Mr Greenspan 
said. 

A string Of ariffltnf«.trallnn wit 

nesses, including Mr Robert 
Rubin. Treasury secretary, 
pressed the case for assisting 
Martm at a House iwqri n g yes- 
terday, while negotiators 
laboured behind the sce ne s an a 
compromise packag e in the hope 
of garnering majority support to 
both houses. 

However, swift passage of the 
measure appears unlikely, 
despite initial support from 
Republican Democratic lead- 
ers. Its progress wifi be a test cf 
co-operation between President 

SU niTTttnn and the HqniHinm. 
controlled Congress. 

Mr Newt Gingrich, the 
Speaker, yesterday said the pack- 
age would not come to the House 
this week. “I think we’ll ulti- 
mately get it passed, but I think 
no one should underestimate 
how much work is going to have 
to go into the next week or two,” 
he said. 

There was “no base of popular 
support” for tbe loan guarantees. 
If brought to the floor now it 
would hot pass. Mr Clinton 
would “have to spend more time 
and more effort explaining why 



Greenspan: Mexico’s problems were triggering capital flight to 'other developing countries ... not even remotely related to Mexico’ pv*«-. w> 


this is important”. 

The administration argues that 
Mexico has changed radically 
since the debt crisis of the 1980s 
by under taking economic liberal- 
isation. 

This time, “Mexico has experi- 
enced a loss of confidence, but 
the damage is not yet trrevers- 


for US jobs, Mexican economic 
vitality and the financial pros- 
pects of all emer ging markets.” 

Congressional Democrats have 
been de mandin g further condi- 
tions. 

Some are se eking renegotiation 
of a labour pact negotiated to the 
North American Free Trade 


Me,” said Mr Rubin. -*3t is criti- Agreement 
cal that we prevent the current Despite the tussle to Congress, 
situation from deepening into a short-term interest rates in Mexi- 
crisis with lasting implications can government securities yester- 


day fell for the first time since 
last month ’s devaluation, signal- 
ling investor confidence that the 
package will be approved and 
that the Mexican peso will 
strengthen soon. 

Rates for Cetes, 28-day peso-de- 
nominated government securi- 
ties, fell 2 percentage points to 37 
per cent. 

The successful Cetes auction 
helped strengthen the peso, 
which at midday was trading at 


5.655 to the dollar, up from Tues- 
day’s close of 5.745. The Mexican 
stock market was down 1.47 per 
cent at midday. Brokers said wor- 
ries about higher than predicted 
exchange rate losses at major 
Mexican companies were pushing 
down equity prices. 

Fed on course for rate .rise, 
Page 8 
Lex, Page 16 
World stocks. Page 34 


Compaq claims PC leadership as profits jump 


By Louise Kehoe 
in San Francisco 

Compaq Computer yesterday 
claimed leadership of the world 
personal computer market after 
reporting record sales and a 61 
■per cent jump to fourth-quarter 
income compared with the same 
quarter tost year. 

However, the gains were not 
enough to satisfy Wall Street’s 
expectations and Compaq’s share 
price foil in early trading to $34Vi. 
from Tuesday’s close of 642%. 
Shares regained some ground by 
mid-session to trade at $37. 

Revenues for the quarter to 
December 31 1994 were $3J25bn, 
up 48 per cent from £L2bn in the 
same period last year. Net 
income was $243m, or 90 cents a 
share, up tram SlSlm or 56 cents 
a share in the fourth quarter of 
1993. 


Compaq Computers 
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The Texas-based personal com- 
puter maker reported record 
sales of JlO^bn for the year, an 
increase of 51 per cent from the 
$7.2bn to 1993. Net income for 
1994 reached $867m. an 88 per 
cent increase from $462m to the 
previous year. 

Compaq's 1994 growth far sur- 


passed that of its largest rivals. 
Earlier this week, IBM reported 
that its PC sales had declined 
and Apple Computer last week 
reported 15 per cent growth. 

Dataquest, the market research 
company, said that for the “first 
time in more than a decade, a 
company other than IBM or 
Apple Computer leads the world 
to PC shipments". "Compaq not 
only leapfrogged the perennial 
PC shipment leaders, but did so 
to dramatic fashion by shipping 
847,000 more PCs than any other 
manufacturer.” 

The stock market “over- 
reacted", said Mr Andreas Barth, 
senior vice-president and head of 
Compaq's European, Middle East 
and African operations. Fourth- 
quarter earnings were below 
Wall Street projections of about 
94 cents a share. “Tbe analysts 
got a little ahead of reality, but 


we had an extraordinary year 
and a blow-sway fourth quarter.” 
Compaq said it expected strong 
growth throughout 1995. But Mr 
Eckhard Pfeiffer, chairman and 
chief executive, warned that first- 
quarter earnings may be "rela- 
tively flat compared to 1994" - 
“Last year’s first-quarter earn- 
ings were exceptionally high due 
to gross margins [of 27 per cent 
of revenues] which exceeded the 
company’s financial model," Mr 


Pfeiffer explained. The compa- 
ny's goal is to maintain gross 
margins of 23-24 per cent 
Mr Barth said Compaq would 
launch new servers, desktop, con- 
sumer and laptop PCs to the first 
quarter. Stocks will be main- 
tained at about the current level 
of $2bn. Over the past few 
months. Compaq has been reduc- 
ing inventories. 

World stocks. Page 34 


Veba to 
take 10% 
stake in 
Cable & 
Wireless 


By Alan Cane bi London and 
M i c ha el Undemann in Bonn 

Veba, owner of Germany's 
second biggest energy utility, will 
announce today it is taking a 
stake of about 10 per cent, worth 
some £800m. to Cable & Wireless, 
the UK telecoms operator, to 
cement a commercial alliance. 

Lord Young, C&W chairman, is 
expected to give details this 
morning to London of a partner- 
ship between the two companies 
aimed at seeking a licence to 
operate telephone services in 
Germany after Deutsche Tele- 
kom's monopoly ends in 1998. 
The two companies are already 
partners to a consortium to run a 
new French mobile telephone 
network. 

Cable & Wireless, owner of 80 
per cent of Mercury Communica- 
tions in the UK and a majority 
stake in Hong Kong Telecom has 
been talking to a number of 
potential partners to mainland 
Europe over the past months. Its 
entire market capitalisation of 
£738bn is roughly equivalent to 
the value of its holding in Hong 
Kong Telecom. 

Veba will be the third German 
company to team ap with an 
International operator in a bid 
for a share of Europe's most 
lucrative telecoms market Brit- 
ish Telecommunications and 
Viag, the energy-based conglom- 
erate, joined forces two weeks 
ago. 

Thyssen. Germany’s biggest 
steelmaker, said two days ago 
that it would enter the fray with 
BellSouth, one of the largest of 
the US regional telephone compa- 
nies. RWE, Germany's biggest 
utility, is also looking for an 
international partner. 

Veba has already started to 
realise its ambitions in telecoms, 
for which it last month set aside 
DMBhn ($52bn) to invest to part- 
nerships. It holds a 28JS per cent 
stake in E-Plus, Germany’s third 
mobile phone network, which 
began operations last May and 
has just over 30,000 clients. It has 
also spent S140m on a 10 per cent 
stake in Iridium, a venture which 
plans to offer global wireless 
communications from handheld 
telephones to 1996. 


Continued on Page 16 


Russia sets budget 
$6.25bn IMF loan 
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By Cftrystta Froohuxl in Moscow 

The Russian parliament 
yesterday approved the govern- 
ment’s 1995 budget, clea ri ng an 
impo rtan t hurdle in negotiations 
between Russia and tbe Interna- 
tional Monetary Fund for a 
$L25bn standby loan. 

But western economists 
warned that the political crisis 
triggered fey the war in Chech- 
nya, and concerns that the bud- 
get is not tough enough to con- 
trol inflation, still stand in the 
way of agreement with the IMF. 

To secure parliamentary 
approval for the budget, the gov- 
ernment was forced to make spe- 
cial concessions to the Russian 
form lobby, and pledge to 
increase social welfare spending. 

Parliament rejected the budget 
in two votes yesterday morning, 
but passed the bill on a third 
ballot after the government 
agreed to impose a 15 per cent 
tax on top of the existing 20 per 
cent VAT. The additional tax. 


which government officials pre- 
dict will raise more than 
Rbs5.0QQbn (S12.32bn). is ear- 
marked for form subsidies and 
social welfare. 

The government was also 
forced to agree to amendments 
which have pushed the target 
deficit np from Rbs7l,700bn to 
Bbs73,200bn- Even the lower fig- 
ure proposed by the government 
had been criticised by the IMF. 

Officials of the finance minis- 
try. which has been lobbying dep- 
uties over the past few days to 
win approval for the budget, 
greeted yesterday’s vote as a sig- 
nificant victoiy. “We have won. 
This is wonderful news," said Mr 
Jochen Wermuth, a western 
economist working within tbe 
minis try. Mr Wermuth said that 
by firing levels of expenditure, 
approval of the budget means 
approval of the government’s 

macro-economic stabilisation 
plan for 1995. 

Mr Wermuth predicted that, if 
R ussia secures IMF assistance 


CONTENTS 


ahead of 
approval 

wtth the current budget, annual- 
ised inflation by tbe end of the 
year could be down to 10 per cent 
from an estimated 300 per cent 
last year. He also said the rouble, 
which hag fallen steadily against 
the dollar over the past month, 
could stabilise. 

But western economists remain 
sceptical about many of the fig- 
ures in the budget, including the 
government's modest estimates 
for the costs of tbe Chechen war. 
An even bigger obstacle to IMF 
approval, according to Russian 
and western officials, is contin- 
ued political uncertainty in 
Moscow. 

Russian officials said Prime 
Minister Viktor Chernomyrdin 
has planned the 1995 budget, but 
President Boris Yeltsin has not 
been closely involved. The IMF is 
reluctant to extend serious assis- 
tance until it is confident that Mr 
Yeltsin, the only figure in Russia 
wtth clear authority, supports the 
government and its economic 
programme. 



IK. 


- 21.22 


HLCwMta- 
b*. Canpata . 


kfcrtata 


Momy Martwte — 

25 

Can nocSss - 

23 

ftemt (ssuk _ 

M 

FT Actuaries 

30 

Sure Hamattan 

— 2&Z7 

34 

Tradlmd Options 3* 

Fmgn Exchanges _ 

Z6 

<y> 

Lenten 6E — ~_ 

30 

GoW MartaS .... — 
Equity OpWns __ 

aU 

— M 

WdSrret 

Sr.PK 

31-34 

31.34 

IB. EMU JTOF 

MmflKS Punas 2&£9 


0 THE FTNANCTATr TIMFS UMBTEP 1995 No 32,584 Week No 4 LOUDON - PARIS - FRANKFURT - STOCKHOLM - HEW YORK ■ TOKYO 


Your FREE 
guide to making 
tax-free market 
profits 


Extend yonr financial horizons by betting on 

market movements with the country's leading 

financial bookmakers, IG Index. 

• Rising markets or foiling markets-, you 
can make money* either way. 

• All profit is free from Capital Gains Tax 
and Income Tax in the UK.* 

• Over 80 financial and commodity 
markets to choose from including the 
FT5E 100 index. 

• A risk management service to 
limit your possible losses- 

• Extended dealing hours -open 
more than 12 hours a day. 
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NEWS; EUROPE 


Moscow tightens controls on investment 


By Chrystia Freeland 
in Moscow 

The Russian Central Bank has 
warned western investors and law 
firms of tighter licensing controls 
over hard currency investments. 

The bank's new code, which has 
already affected at least one investor, 
has raised Hears among western inves- 
tors and lawyers about foreign invest- 
ment instability In Russia. 

“Not everyone knows about this 
new policy in the Central Bank, but 
those who do are extremely worried," 
said Mr Jacky Bandon, a partner in 
the Moscow office of the British law 


firm Freshfields. “This makes invest- 
ment in Russia riskier and therefore 
more expensive." 

Another lawyer said the new proce- 
dure appeared to be part of a trend 
over the past few weeks which had 
seen the emergence of a more hostile 
c limate in Russia for foreign invest- 
ment 

“It's like the new law on oil exports, 
which has actually made things more 
difficult for western companies,'’ said 
Ms Chris Ferguson, a lawyer at the 
British law firm Norton Rose. Tt has 
not been a good month for foreign 
investment." 

In letters sent to western law firms 


and banks over the past few weeks 
and in response to queries, the Cen- 
tral Bank has said it requires licences 
for bard currency investments by 
non-residents. 

Particularly troubling to western 
investors is the fact that the bank is 
justifying its new procedure on the 
basis of a reinterpretation of existing 
le gislati on, rather than on a new law. 
Over the past few weeks there have 
been several signs that a hardline 
lobby, hostile to foreign investment 
has emerged in the b ank. The new 
procedure is thought to be one result 
of the lobby’s influence. 

"This is a situation in which clarity 


is absent and the banking authorities 
benefit from that lack of clarity." Mr 
Baudon said. Tt allows them to be 
flexible in their interpretation, but for 
foreign investors it creates a situation 
where you have constantly to be tele- 
phoning the Central Bank to be cer- 
tain of your status." 

A report produced yesterday by 
Norton Rose on the new procedure 
warned that “given that breach of the 
Central Bank regulations can result 
in property confiscation . . . until the 
situation is resolved, western inves- 
tors should ensure existing and future 
arrangements comply with Central 
Bank regulations". 


One western lawyer in Moscow said 
a client - an investor in a St Peters- 
burg enterprise - had already been 
affected by the bank's new procedure 
and had been unable to receive cash 
dividends from shares in the 
enterprise because he had not 
received a licence for his initial 
investment. 

Western lawyers also warn that the 
Central Bank might try to enforce the 
new procedure retroactively - a move 
which would put many investments 
made since 1991 in jeopardy. “Sure, 
there's a danger that the bank will try 
to apply this retroactively," Mr Bau- 
dan said. 


Madrid 
seeks to 
rein in 
spending 

By Tom Bums in Madrid 

Spain's finance ministry will 
attempt to check budget over- 
runs at a cabinet meeting 
tomorrow as concern mounts 
over a flight by foreign inves- 
tors from government debt 
However, the political effect 
of renewed government 
resolve to tackle overspending 
and rising debt costs contin- 
ued yesterday to be blunted by 
domestic political issues. A 
row deepened with the judi- 
ciary over alleged interior 
ministry involvement in death 
squads that fought Basque 
separatists 10 years ago. 

The general law council, 
which represents the judi- 
ciary, issued a statement 
deploring attacks by govern- 
ment officials on judge Balta- 
sar Garzdn, who is investiga- 
ting the death squads. He has 
been removed from the case 
pending a ruling on whether 
there is a conflict of interest 
between his role and his for- 
mer post as a senior interior 
ministry official. 

Figures issued by the Bank 
of Spain yesterday showed 
that Spanish debt held by non- 
residents fell by Pta963bn 
(87 Jim) to Pta2J60tm between 
January 13 and 20. Sustained 
pressure on the peseta and the 
prospect of continued bond 
market weakness have raised 
questions about the cost of fin- 
ancing more than Pta6,495bn 
of short-term debt maturing 
between February and July. 

Mr Pedro Solbes, who is hop- 
ing to trim Spain's budget def- 
icit from an estimated 6.7 per 
cent of gross domestic product 
in 1994 to 5.9 per cent this 
year, will also be seeking 
tomorrow to Impose new 
spending cuts of PtalSObn to 
meet treasury estimates of 
additional government fund- 
ing brought about by higher 
interest rates. 

A private sector survey, 
however, suggests that the 
increase in the costs due to 
higher rates could be Pta400bn 
between 1995 and 1996, raising 
this year’s budget deficit to 6 
per cent of GDP. The increase 
chiefly represents the extra 
cost of financing short-term 
government debt; the yield on 
one-year treasury bills bas 
risen to KL2 per cent from 8.6 
per cent last September, when 
the budget was drawn up. 

A senior aide to Mr Solbes 
said yesterday that the 
PtalSObn figure was The max- 
imum cost" of additional fund- 
ing requirements this year, 
though the markets remain 
sceptical “The economic fun- 
damentals haven't changed. 
It's that they are being scru- 
tinised much more strin- 
gently," said a Madrid broker. 

Market fears mil not have 
been eased by an official 
admission yesterday that, in 
the first few weeks of this year 
alone, the finance ministry 
had identified budget overruns 
of Pta250bn. Mr Solbes has 
thus moved to bring forward 
to tomorrow a review of gen- 
eral government spending that 
is usually held in June. 


THE FINANCIAL TIMES 
PabtesJual by The Financial Times (Europe) 
GmbH. NibeJuagenpUm ?, 60318 Frank- 
run am Main. Germany Triqdumc ++40 
« 156 8J0, Fm ++4V W 596 4481. TcVa 
416193. Represented in Frankfurt by J. 
Waller Brand. WOhcfan J. Brussel. Colm A. 
Kenrwrd as Gcxbaftslubrrr and in Lon- 
don by David CM. Bek Chairman, and 
Aha C. Miller. Deputy Chairman. Share- 
holders of the Fttiana.il Tunes (Europe) 
GmbH are: The FituurinJ Tunes (Enrupel 
LhL London and F.T. (Gennaav Advertis- 
ing! Lid. London. Shareholder of the 
above mentioned two companies in The 
Financial Tima Limited, Number One 
Southwark Bridge. London SEI 9HL. 
GERMANY: 

Responsible for Advertising; Colin A. Ken- 
nard. Printer DVM Druck-Venneb and 
Marketing GmbH, Admiral -RoundabJ- 
Snasc Ja, 63263 Neu-Isenburg loaned by 
Hihriyct International). ISSN. 0174-7363. 
Responsible Editor Riduund Lambert, do 
TOe Financial Times Limited, Number One 
Southwark Bridge. London SEI 9HL. 
FftANCfc 

Pnbhshing Director D. Good. 168 Rue dc 
Rivoli. F-75M4 Paris Cedes 01. Telephone 
101) 4297-062). Fn |M> «97-M». 
Primer SA NonI Eclair. lSCl Rue dc 
Cure. F-59100 Routed* Cede* 1. Editor. 
Richard Lambert. ISSN 1148.2753. Coro- 
mtesjoo Parimre No 67808D. 

SWEDEN: 

Responsible Pubfishen Huch Camegy 468 
618 6088. Primer AB kvillsudnituen 
Espnsaen. PO Bo* 6007. S-550 06. Jon- 
koping, 

C The Financial Times Untiled 1995. 
Editor: Richard Lambert, 

do The Fmanejai Tima Limited. Number 
One Soatinvnrk Bridge, London SEI 9HL. 
F 


Tudjman turns his gaze to Serbia 


By Laura Sflber in Belgrad e 
and Bruce Clark in London 

Among the western diplomats 
struggling to bring peace to 
former Yugoslavia, a mood of 
cautious optimism has fol- 
lowed the gloom triggered two 
weeks ago by Croatia's vow to 
expel UN peacekeepers from its 
territory. 

The move by Zagreb was ini- 
tially read as a pledge to 
recover Serb-controlled areas 
of Croatia by force - even at 
the risk of triggering another 
all-out Serb-Croat war - and 
mining prospects for Bosnian 
peace. 

Serbian President Slobodan 
Milosevic stoked the fears 
when he said this week, after 
meeting the peace envoy Lord 
Owen, that Croatia’s action 
would “re-open the possibility 
of a fresh conflagration with 
unforeseeable consequences". 

Yet despite the harsh words, 
diplomats see some signs of 
hope. 

It could be that Croatian 
President Franjo Tudjman 's 
decision was part of a calcu- 
lated. but risky, strategy that 
includes the pursuit of recon- 
ciliation with Serbia. 

Mr Milosevic’s attitude will 
be a key factor in determining 
whether the Croatian govern- 
ment can assert control over 


AUSTRIA 


International mediators left 
Bosnia empty-handed and the 
Bosnian government pulled 
out of talks with rebel Serbs 
yesterday in a day of setbacks 
to the peace process, writes 
Paul Adams in Belgrade. 

Officials from the 
five-member international 
Contact Group left the former 
Yugoslav republic without 
persuading the Serbs to give 
the group's six-mouth-old 
peace plan their backing. 
Meanwhile, the Moslem-led 
government in Sarajevo 
withdrew from talks aimed at 
Implementing the recent 
four-month cessation of 
hostilities agreement 

its territory. If conflict re- 
ignites on Croatian soil and the 
Serbian-dominated Yugoslav 
army intervenes, the Croats 
will be outgunned. If there is 
no intervention from Belgrade, 
the result would be harder to 
caff. 

For the Croatian govern- 
ment, a negotiated reintegra- 
tion of its territory would be 
infinitely better than war. 
Here, too, Mr Milosevic is cru- 
cial: the rebel Serb politicians 
in Croatia who hold the key to 
a settlement with Zagreb are 
under his Influence. 
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So Mr Tudjman has tactical 
reasons to pursue reconcilia- 
tion with Mr Milosevic, and 
there are signs he is doing so. 

According to western diplo- 
mats, Mr Tudjman warned his 
Serb counterpart of his move 
to expel the UN well in 
advance of the official 
announcement. Western capi- 
tals may have been surprised, 
but Belgrade was not. 

Zagreb announced late last 
night that Mr Mate Granic. the 
Croatian foreign minister, 
would travel to Belgrade at the 
beginning of next month, sig- 


nalling a breakthrough in rela- 
tions. 

If Zagreb could patch up its 
relations with both the rebel 
Serbs and Belgrade, it would 
take the sting from the issue of 
international policing for dis- 
puted areas. According to local 
press reports, Croat officials 
are floating the idea that the 
state border be policed by a 
combined Croat, Serb and 
international force, while dip- 
lomats suggest European 
Union monitors could be sent 
to the Serb-dominated areas 
now patrolled by the UN. 


The hints of SerhCroat con- 
ciliation have coincided with 
strains in the alliance between 
the Croats and Bosnian Mos- 
lems which was put together 
under international pressure 
almost a year ago. 

If these strains grow, Mr 
Tudjman will be vulnerable to 
domestic critics who suspect 
him of flhanri nnrng his Moslem 
friends in favour of pragmatic 
deals with the Serbs. 

If Croatia succeeds in nor- 
malising relations with Bel- 
grade, this would make Zagreb 
an<i its Bosnian Croat proxies 
more accommodating to the 
demands of Bosnian Serbs, at 
the expense of the Moslems. 

Until recently, pressure from 
Washington helped keep the 
Croat-Moslem relationship on 
track. But the US administra- 
tion is in danger of losing its 
influence over Bosnia's Mos 
lem leaders, disappointed by 
the flexibility Washington has 
shown the Bosnian Serbs. 

Since Mr Tudjman's 
ann ouncement, UN officials 
have reported an escalation of 
incidents, mostly triggered by 
rebel Serbs. So even if he man- 
aged to patch up one of the 
conflicts which have ravaged 
former Yugoslavia - the Serb- 
Croat standoff - another (me, 
pitting Croats against Mos- 
lems, might restart. 


EU body to speed up 
approval of new drugs 

Pharmaceutical companies and others hope 
long delays are in the past, writes Daniel Green 

A! 


n ambitious scheme to 
cut drastically the time 
taken for new medi- 
cines to reach Europe's doctors 
and patients is inaugurated 
today. 

Officially, the drugs compa- 
nies, governments, their medi- 
cines agencies and the Euro- 
pean Commission welcome the 
creation of the European Medi- 
cines Evaluation Agency 
CEMEA). Privately, many are 
apprehensive. 

There is already evidence 
that the Commission's newest 
agency will have a tough time. 

Until now, a drugs company 
that wanted to launch a new 
drug across the $50bn a year 
European drugs market has 
had to submit applications to 
each of the 15 European Union 
medicines agencies. 

Some, such as the UK and 
France, often reached a deri- 
sion In less than a year. Oth- 
ers, such as in the biggest mar- 
ket, Germany, could take five. 

Mr Fernand Sauer, the 
EMEA's French executive 
director, says that his London- 
based agency will make a sci- 
entific recommendation on a 
new drug within 210 days. The 
Commission has a further 90 
days for translations and certi- 
fication. Its decision is binding 
on all member states. 

Using the EMEA is optional 
for the next three years, except 
for biotechnology drugs. At the 
end of the transitional period, 
almost all new medicines must 
be submitted either directly to 


Etropean drug sales 

Top seven total; S42.7bn 
Jan-Ncv 1994 
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the EMEA - the centralised 
process - or to a national 
agency under the EMEA's 
aegis - the decentralised pro- 
cess. 

Patients and doctors have 
the most to gain from the new 
regime. The disheartening 
pause between the publicity 
that surrounds successful tri- 
als of a new drug and its 
arrival on the market should 
be shortened. 

Drugs companies, too, are 
likely to benefit The revenue a 
medicine earns is limited by Its 
patent life, usually 20 years. 
An industry rule of thumb is 
that an average patented drug 
bas worldwide sales of $lm a 
day. Europe accounts for about 
40 per cent of the world mar- 
ket. so adding just one year to 
the sales life of a new drug 
should add an average of more 
than S150m to the revenues 


generated by each new product 
launched. 

Companies will be relieved of 
the burden of submitting 15 
separate national applications 
for a drug approval Mr Nick 
Bosanquet, professor of health 
policy at Imperial College Lon- 
don, estimates that each com- 
pany will need up to 90 fewer 
staff as a result. 

With the creation of the 
EMEA, the Commission has 
put in place one of the final 
parts of its single market pro- 
gramme to reduce trade barri- 
ers within the EU. 

However, some drugs compa- 
nies fear the EMEA may 
become a European version of 
the US Food and Drug Admin- 
istration (FDA) which has been 
criticised for its bureaucracy 
and slowness. 

Mr Sauer is sensitive to 
these fears. He says that even 
in the EMEA's centralised pro- 
cess, drug evaluation is not 
done by agency staff, as at the 
FDA, but formed out to the 
national medicines agencies. 

“We are not going to have 
3,000 people in-house doing the 
job. If companies are not satis- 
fied with our service, they can 
go for decentralised approval 
directly through the national 
agencies, ” he says. The indus- 
try is also wary of how the 
smaller countries may use 
their powers of appeal to 
obstruct approvals. No longer 
will their smallness mean they 
can be ignored. 

Member states have plenty of 



Sir Richard Sykes: idea might not get support it needs 


motives to engage in such tac- 
tics. At a time when they are 
trying to control health bud- 
gets, rapid approval of expen- 
sive new drugs could mean 
higher drugs bills. 

At the same time, national 
medicines agencies do not 
want to be shown up as ineffi- 
cient by the EMEA 

Even Germany has found an 
unexpected turn of speed, 
approving a Wellcome drug, 
Fanorex, in the last week of 
1994. just five months after its 
submission. 

Meanwhile, in Brussels, the 
amount of rash earmarked for 
the agency has already been 
cut once, in November. 

Perhaps it is not surprising 
that Mr Sauer is already feel- 
ing beleaguered. “Sometimes I 
think that my only friends are 
the heads of the other agen- 
cies." he says. 

Bat he knows his adversaries 
and allies. At 47, he Is a trained 
pharmacist who switched to 


drugs industry administration 
in 1973. 

In 1979 he moved to DG m, 
the internal marke t and indus- 
trial policy division of the 
European Commission. He rose 
there to head the pharmaceuti- 
cals division. 

Few doubt the good inten- 
tions behind the EMEA and Jts 
determination to succeed. 
Many fear that the obstacles 
ranged against it may prove 
overpowering. 

Sir Richard Sykes, chief 
executive of Europe's biggest 
drugs company Glaxo, says: 
“It's a good idea but it might 
not get the support tt needs. If 
it foils, it won’t be through 
lack of effort on the EMEA's 
part" 

There are those who are 
more optimistic. They hope 
that a strong EMEA could help 
turn Europe into a force to 
match the US in the healthcare 
industries. 


Call to 
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By Lionel Barber In Brunts 

Member states of the European 
Union which opt out of coy 
mm policies or rafts* to apply 
club rules should be-relegated 
to second-das membership in' 
face sanctions, according to e 
report by a leading Brussels 
think-tank on the 1996 inter- 
governmental conference 
(IGO. 

The Centre for European Pol- 
icy Studies proposals tttarkan 
attempt to draw a line in the 
sand between the UK, which 
wants a flexible Union with 
opt-outs, and the integration- 
ists led by Germany and tbs 
Benelux countries, who want 
significant progress toward a 
political union & tte K3C 

Tbey also reflect a mood in 
Brussels that the Union needs 
to get tougher with ttnsrtries 
which either foil to apply EU 
law, or engage In unilateral 
actions such as Greece's trade 
embargo against Macedonia. ; 

The report’s author s - Mr 
Peter Ludlow of CEPS* and Mr 
Niels ErsboH, who retired last ; 
year as secretary-general of the 
European Council -arguethat 
the case for stricter rules; and 
streamlined proce&ute tea 
strengthened as the l&me mber 
Union prepares for ltsnext 
round of engagement. 

They say that the cbfeftsSk 
of EU gbvenrafents at the ^GC . 
to review the Maa stricht treat y 
is to create a new luslilufl dtaal 
framework which wiUaSoW 
the Union to operate with as 
many as 30 members. 

Among their proposals arc.. 

• Greater use of majority vot- 
ing in the fledgling common 
security and forrign pdtieft 


States engaging to "unaccept- 
able or detfaSEHsfng behav- 
inur" shciuM fot* sanctions. 

• Wider powsmior thfi Euro- 
pean parBAmcBt wfcfcb Is "the 
single most important solu- 
tion" to the .tec*.# awouufr 
ability or democratic deficit to 

the UzAkl ".■■■■. _v-. 

• Closer political .ties.- with 
central awl eastern Europe,** 
welL *s gradual reform of the 
common ■ agricultural policy, 
withavlowt^fiorly entry. 

to A defence white paper to 
drew up doctrine and strategy 
in an eafaxged Union. The 
absorpt4on, « the Western 
European Unhin infco tha EU is 
the most practical solution, bed 
member states ioay have to 
proceed tn stages. * 

- The report^ ewtonttmeut of 
sanctions lor ‘tenacceptaUe 
behaviour** {Weems' bound to 
mtiute omtaWwsyasit could 
extend [to Mich actions as a 
unilateral currency devalua- 
tion Kka the UK’s in 1992. 

The authors concede that a 
“Big Bang* JGC leading to 
sweeping constitutional 
changes Is unlikely, mainly 
because. EU governments 
remain scarred by ratification 
of the Maastricht .treaty- - 
They canctoda that the EU 
. seems . certain to retain its 
hyhrid natinfe, a cross between 

fwrT JMtMirt taHm i gf rprifo n gt&tefi 
mwi jr mnei fede ra tion. It is 

a&fop&sfcntttic about the pro* 
pitots tor tighter co-operation 
mi' JudteM^gnd immigration 
sftkfrgpa Qoman priority in 

■.^r^xerb^for 1986 and a 
torfrr Ewvptan Union. CEPS, 
Ate Ztottfetal Brussels 1000. 

• :r\ S.Vv:v \ 



By Emma TticKar In Bruaeeia 

The European Commission 
yesterday published proposals 
for dealing with the full 
deregulation of EU telecommu- 
nications in 1998, including 
ambitious plans to ensure all 
citizens have access to a basic 


service. 

In a consultation document 
to be circulated to network 
operators, industry representa- 
tives, users and trade unions, 
the Commission addresses the 
creation of a solid regulatory 
framework within which new 
companies win be free to com- 
pete against traditional state 
operators while preserving a 
“universal service". 

Many member states attach 
great importance to guaran- 
teed access, fearing that poorer 
citizens, or people living in 
remote areas, will lose out 
when the sector - still tightly 
controlled in virtually all EU 
states - is sha ken up. 

The document - the second 
part of the Commission's green, 
paper on the liberalisation of 
telecommunications infrastruc- 
ture and cable TV networks - 
follows an earlier paper setting 
out the general principles and 
proposed timetable for liberal- 
isation. 

Member states have already 
agreed that basic voice tele- 
phone services and infrastruc- 
tures should be opened to com- 
petition by January 1, 1998, 
with five-year delays allowed 
for Spain, Portugal, Ireland 
and Greece and a two-year 
delay far Luxembourg. 

Liberalisers argue that the 
redu ction, tn costs resulting 
from competition will benefit 
all Europe’s citizens and that 


the arguments over universal 
service are a diversion. But to 
an attempt' to appease the 
member states wtth highly pro- 
tected telecoms industries, the 
papa- devotes much attention 
to ensuring -.mnvezsal service, 
defined as “access to a mini- 
mum service of specified .qual- 
ity to all users at an affordable 
price based on the principle of 
universality, equality, and con- 
tinuity*, . 

It suggests this could be 
achieved through a fund, 
financed by telecoms operators 
who were not providing a uni- 
versal service themselves. 

According to Mr Jean-Eric de 
Cockbome, head of telecoms 
regulatory issues, the Commis- 
sion favours this option as 
being more transparent and 
because it would give compa- 
nies the choice of either pro- 
viding universal service to a 
given area or paying into a 
fund according to a formula 
based on their turnover. 

The paper also tackles the 
issue of lioenslng, recognising 
that granting licences for tele- 
coms tofrastrubtures, networks 
and services must remain a 
matter for national regulatory 
authorities. But it says an 
overall framework setting out 
general principles, and which 
strikes a balance between too 
much regulation and reason- 
able safeguards, is also 
required. 

The Commission intomrlg to 
complete its consultations dur- 
ing the current French presi- 
dency which lasts until June 
and to produce, by the end of 
the year, a package of mea- 
sures for widespread reform of 

the regulatory environment 


Fini snuffs out fascist flame to try to boost party 


he exercise has been 
dubbed “putting out the 
flame". The flame in 
question has for 45 years been 
the symbol of the neo-fascist 
Italian Socialist Movement 
(MSI), the unashamed heir to 
the ideals of Mussolini, to a 
five-day congress that opened 
yesterday at the spa town of 
Fiuggl 80km south of Rome, 
the MSI is due to be voted into 
oblivion - and, in a special cer- 
emony, a laser light to the con- 
ference hall will literally snuff 
out the old Dame. 

Replacing the MSI will be the 
National Alliance (AN), 
brought into existence a year 
ago tor Mr Gianfranco Fini, the 
movement's leader, to under- 
line the emergence of a modem 
Italian rightwtog party with a 
broad electoral appeal which 
has buried the fascist past 
The congress thus marks an 
historic step in the evolution to 


Robert Graham reports on the National Alliance’s quest for a new identity 


full political respectability of 
the Italian Ear right. 

Significantly, the move to 
modernise the right and come 
to terms with the fascist past 
follows long after the left’s 
agonised break with its own 
communist antecedents and 
the espousal of social democ- 
racy. 

The Italian Communist party 
was wound up in 1990, spawn- 
ing the Party of the Demo- 
cratic Left (PDS) and a 
hard-core rump that formed 
Reconstituted Communism. 

It can be argued that the 
political respectability 
acquired by the PDS has also 
helped the MSI become more 

Tnflinw fcreaTn. 

The MSI/AN has seen its for- 
tunes rise dramatically on the 
back of Its alliance with the 


Forza Italia movement of Mr 
Silvio Berlusconi 

Having won 5-8 per cent of 
the national vote in elec tions 
from the early 1950s onwards, 
the liar right emerged as a for- 
midable force in last year’s 
general elections after more 
than doubling its vote. 

The latest opinion polls give 
the MSI/AN some 17 per cent of 
voter support, making it one of 
the three largest parties. With 
some 400,000 members, the 
party is second only to the PDS 
in terms of organisation. The 
strongholds of the MSI/AN are 
around Rome and to the south 
where it has taken over much 
of the former Christian Demo- 
crat vote, especially to areas of 
high unemployment Mr Fini 
stands to be a main beneficiary 
of any slip in the fortunes of 



The National Alliance Is 
dropping the flame to its logo 

Mr Berlusconi, and any 
break-up of Forza Italia. 

The ntafn document laying 
out the philosophy of the AN 
sums up its roots: “The politi- 
cal right is the son of fascism. 
The values iff the right predate 
fascism, have acco m pa n ied it 
and now leave it behind. The 


cultural roots of the right are 
rooted in Italian history before 
during and after the fascist 
era.” 

The document concludes by 
giving a long list of cultural 
mentors that go from Dante 
and Machiavelli through to 
Mfrcdnt and even Gramsd, the 
chief ideologist of the Italian 
left (who died in a fascist jail). 

The statutes themselves 
reject totalitarianism and 
make all the right noises about 
anti-Semitism. 

The Idea of state envisaged 
by the reborn movement 
rejects federalism and endorses 
a presidential system of gov- 
ernment, with parliament 
elected frilly by a firstpastthe- 
post voting system. 

On economic policy, the AN 
steers an ambiguous path 


between supporting a mark** 
economy aid backing a strong 
state presence, especially in 
the south - ftwtimtfaig that the 
movement's ideas are far from 
dear. 

TTwre appears to be a strong 
residual affection for Mussoli- 
ni's corporatist state. 

The congress was prepared 
on the basis that the right- 
wing coalition, of which the 
MSI/AN was an integral part 
wo uld s till be in office. 

However, the fall of the Ber- 
lusconi government has once 
again placed the movement in 
opposition and this could allow 
the MSI hardliners more space 
to make - themselves heard, 
damaging Mir Fini’s carefully 
constructed image of the mod- 
erates being in control 

Despite the huge organisa- 


tional effort of Mr Finland his 
supporters, the old fascist 
guard will resist putting out 
the MSI flame. • 

Indeed, Mr Fini may well 
face tiie problem of having to 
«pel the hard core of-the MSI 
who want to hang' on tahotir 
their fascist symbols and their 
national socialist ideology. 

Seasoned troublemakers like 
parliamentary deputy Pino 
Rauti or Mr Teodoro Buon-. 
tempo, have signalled their 
intention to do battla: 

This in turn could egpotetee 
serious divisions within the 
party and remind Italians that 
the. movement's organisation 
reHttinS in the |Mwvnh> 

whose ideas a»<f habits -have 
evolved much leffl tihan : ICr 
Fini would pretemt 


an easy partner to gcmHcmmd 
for anyone other than Mr 
BerfasconL ' ^T7*r * 
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EUROPEAN NEWS DIGEST 

Lang quits the 
race for Elysee 

Mr Jack Lang, the former French culture minister, yesterday 
pulled out of the contest to win the French Socialist party’s 
nomination as presidential twnfHdatP- He threw friff support 
behind Mr Henri RmTnamipTM , the party leader, whose chan ces 
of beating Mr Lionel Jospin for the nomination vote nest week 
are thus strengthened. 

Ironically, Mr Lang’s decision to pull out of the race on the 
closing day for nominations coincided with an opinion poll 
suggesting that of the three Socialist contenders only the 
flamboyant former culture minister might do well enough in 
the first round of presidential voting to maita it into the final 
run-off. But Mr Lang, who in declaring his candidacy last 
week had already hinted he might desist in favour of Mr 
Emmanuels, said last night ‘'a three-way dash is too damag- 
ing to the left”. Fears that the Socialist party might be about 
to self-destruct completely at its February 5 nominating con- 
vention prompted Ms Sdgolene Royal to resign on Tuesday as 
president of the party's national council after her calls for 

unity fed on deaf ears. David Buchan, Paris 

Anger at French education plan 

French students and teachers reacted angrily yesterday to 
details of an official report which calls for radical reforms to 
the higher education system. Accounts of the recommenda- 
tions in the report, which has not yet been officially released, 
said it called for the replacement of student grants with loans 
and increases in tuition fees. The report, which was commis- 
sioned by Mr Francois FiHon, higher education minister, was 
written by a panel chaired by Mr Daniel Laurent, head of 
Marne La Vallfee university outside Paris. It does not represent 
nffiHai government policy. It «»11 b for greater regionsKsation 
of the centralised higher education system, and the introduc- 
tion of sponsorship from industry. It also suggests that there 
should be greater work experience and more vocational and 
technology elements within the curriculum. Teachers and 
students unions, which are preparing for a day of protest at 
education policy in early February, were outspoken in their 
criticisms. Mr Roger-Gdrard Schwartzenberg, former minister 
of universities, called the report “a manifesto for inequality” 
driven by “ultra-liberal logic”. He said French universities did i 
not need ‘‘Americanising” but rather "democratising to 1 
increase equality of opportunity”. Andrew Jack. Paris ! 

Major gives Chechnya warning 

Mr John Major, the UK prime minister, yesterday warned 
Russia’s president Boris Yeltsin that international patience 
with military action against nationalist rebels in Chechnya 
may be running out Mr Major called for an end to the fighting 
in a private letter to Mr Yeltsin intended to -underline UK 
concern about the hanflitngr of the military camp ai g n and the 
suffering of civilians in the rebel republic. Downing Street did 
not release the text oT the letter. However, it was understood 
to reflect Monday's communique from European Union, foreign 
ministers in Brussels, which condemned violations of human 
rights in Chechnya. In line with the EU decision, the letter 
made no direct link with the continuation of western aid to 
Russia. But Mr Major was said to he putting Russia “on 
notice” that the issue may arise unless the fighting ceases 
quickly. Kevin Brown, London 

Kohl begins key talks on jobs 

Chancellor Helmut Kohl last night began critical talks with 
German trade unions and industry leaders, hoping to persuade 
them to accept a four-day working week and other measures 
which would spread the available work among more people 
and improve prospects for the Llm long-term unemployed. 
The talks, which have been planned far months, mark the 
most important meeting of employers and employees at a time 
when Germany is still fighting to cut its high labour costs. 
However, it remained unclear bow successful Mr Kohl would 
be in persuading the unions to extend the working week into 
Saturday, a subject they have traditionally refused to discuss. 
The meeting takes place at a time when both sides are still at 
odds over wage rises. Michael Lmdemarm, Bonn 

Hungary, Slovakia improve ties 

The prime ministers of Hungary and Slovakia said yesterday 
they had made important progress in resolving differences 
between their neighbouring countries and hoped to reach an 
agreement on a much delayed friendship treaty by the end of 
March. Mr Vladimir Medar, the Slovak prime minister, said he 
was confident they could put the past behind them and 
develop good relations in future. Mr Medar added that the two 
countries agreed to support each other in their efforts to join 
the EU. Relations have been strained in the past over the 
treatment of the ethnic-Huugarian minority in Slovakia and 
the controversial Gabdkovo hydroelectric dam on the river 
Danube between the countries. Mr Gyuia Horn, the Hungarian 
prime minister, said Slovakia had agreed to guarantee minor- 
ity rights to western European standards and to sign a sepa- 
rate agreement on minorities. Virginia Marsh. Budapest 

ECONOMIC WATCH 

Portuguese trade deficit rises 

.... Portugal’s monthly trade 

Portugal ‘ deficit increased by Es&4bn 

(£33. 5m) In October to 
Trade balance (Ee bn) EslSlSbn, according to pre- 

Q ■HMMunanHnnBr jjminar y results released yes- 
terday by the National Statis- 
tics Institute, the INE. 
Imports rose Esl5.3bn from 
Es359.6bn to Es374£bn while 
' exports Increased Es6.9bn 
from Es235.5bn to Es242.4bn. 
However, the monthly trade 
deficit with the European 
Union fell Es6.3bn to 
Es335bn- The total Januaxy- 
October deficit was Esl&Sbn 
_ higher at Esll805bn. a L3 per 
; *** cent increase on January-Oc- 
soareacOMattraam tober 1993. Meanwhile, the 

deficit with the EU declined from Es756L3bn to Es717.flbn, a fall 
of Es39-3bn. Non-EU imports of off, Japanese consumer goods 
and US food products all rose, bat there was a vigorous EU 
export performance from textile and wood product sectors. 

■ The Dutch consumer confidence index rose 7 points in 
January to a neutral level of -I, after faffing 14 points in the 

last quarter of 1994. 

■ Denmark’s wholesale price index was up 02 per cent in 
December month-on-month, an increase of JL5 per cent year- 
on-year. 
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hb now widely accepted that China offera 
probably the most exciting potential of any 
marirat in the world today. 

Published BMnontflly In Chinese with a circulation 
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direct access for marketing Western technology 
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message or simply advertising tor a suitable agent, 
please us tor further information. 


,, ,, iwouawnpmnHMd. 

RHffijNS LqnoonSWSOAW. England 

publishing 8 SKaa’ 8 " 


Swedish deficit cut ‘will save welfare’ 

It’s my social democratic duty, finance minister tells Hugh Carnegy and Christopher Brown-Humes 



EUROPEAN 

INTERVIEW 


Mr GOran 
Persson. Swe- 
den's finance 
minister, 
shows a finch 
of his 


renowned political steel when 
asked about industrial leaders' 
criticism of his attempts to cut 
the country's big budget defi- 
cit. 

“I have inherited this [defi- 
cit] from the industry federa- 
tion and their political allies," 
he declared, referring to the 
right-centre coalition toppled 
by Mr Persson’s Social Demo- 
cratic party in the general elec- 
tion lart September. 

He brushes aside the com - 
plaint, most audibly sounded 
by eight top industrialists this 
week in a letter to Mr Ingvar 
Carlsson, the p rimp minister, 
that the government's policies 
threaten Sweden's economic 
future by placing too much 
emphasis on tax increases, not 
cutting deeply enough into the 
expensive welfare state and 
not addressing issues such as 
labour market reforms. 

"They have tried their pol- 
icy, because they were in fact 
in power for three years,” Mr 
Persson said in an interview 
on the day the industrialists - 
led by the chiefs of Volvo, Elec- 
trolux and Ericsson - were dis- 
cussing their criticisms with 





GOran Persson: does not rule out further cuts 

Mr Carlsson. "We have now handle that structural question 
one important structural all the other questions will be 
reform in the Swedish econ- impossible to tackle." 
omy to handle and tha t is to He madp clear that, unlike 
fight the deficit," said Mr Pers- the strategy urged on him by 
son. "There you have the most many in the private sector, his 
crucial question. If you cant emphasis was on the need to 


tackle the deficit in order to 
save the welfare state, rather 
than the other way around. 

"If we can't handle the state 
finances the welfare society 
will die and the welfare society 
is our baby. We are not going 
to kill our own baby. It’s my 
task to lead that struggle 
against this deficit to maintain 
the core of the welfare society. 
It’s an extremely important 
social democratic political 
task." 

Nevertheless, the interven- 
tion of the industrial leaders 
was ill-timed for Mr Persson. 
He is due In London today as 
part of a campaign to persuade 
sceptical financial markets 
that a .series of measures t aken 
by tbe government - most 
recently in its 1995-96 budget 
proposals earlier this month - 
will achieve his target of stabi- 
lising the public debt in 1997. 

Persuading the markets is a 
vital part of the equation 
because worries about the debt 
- about 90 per cent of gross 
national product and rising - 
have led to Swedish long-term 
interests rates of around 11 per 
cent, more than 3 percentage 
points above benchmark Ger- 
man levels. Getting them down 
is crucial to cutting govern- 
ment borrowing costs and 
helping to spur a so far modest 
economic recovery. Measures 


taken by Mr Persson and the 
previous government will over 
four years “strengthen" the 
budget by SkriMbn (£9.7bn), 
wrestling down last year's defi- 
cit of some SKi200bn, or 13 per 
cent of GNP, to 7 per cent of 
GNP in 1997. 

But critics say spending cuts 
introduced by the Social Demo- 
crats of almost 5Kr55bn are at 
least SKrlObn short of the 
required amount; they also say 
the SKr40bn in tax increases 
brought in since the election 
will squeeze growth. 

Mr Persson did not rule out 
having to makB fur ther cuts to 
solve what he called "a deep 
crisis" that must be overcome 
before the economic cycle 
turns down. T am quite confi- 
dent, but you can never be 
sure. And if 1 haven't done 
enough, I will have to do 
more,” he said. 

T must convince every 
Swede of the necessity" of con- 
trolling the debt, he added, 
remarking frankly that the 
country had suffered from not 
delivering in the past what it 
promised in fiscal and mone- 
tary policy. “We have had 
enough in Sweden of seminars 
about what we ought to do. We 
have never done it I am now 
going to do it,” he insisted. 

The minister did not deny 
that the public sector had got 


out of hand in Sweden, where 
public spending accounts for 70 
per cent of GNP, the highest 
level among industrialised 
countries. But he declined to 
set a target for where the bal- 
ance between the public and 
private sector should lie. 

That may add to the discom- 
fiture of industry and the 
finnnniat markets. But defend- 
ing the public sector is an 
important element in the diffi- 
cult task of persuading tbe pro- 
welfare Social Democratic 

rank-and-file, including the 
powerful trade unions, to 
accept spending cuts. 

As a Social Democratic 
finan ce minister, delivering as 
much as he has already prom- 
ised is tough enough without 
having to contemplate more 
spending cuts. And in his 
unspoken but clear ambition to 
succeed Mr Carlsson as party 
leader and prime minister, the 
Social Democratic constituency 
matters much more to Mr Pers- 
son than the leaders of interna- 
tional corporations or bond 
dealers in London. 

T am taking very big politi- 
cal risks." he said. "It is not 
possible to handle this situa- 
tion without taking those 
risks. “And of course if you fail 
to reach the target, disappoint- 
ment is too weak a word. 1 am 
standing or falling with it" 
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NEWS: ASIA-PACIFIC 


Kobe gets down to the rebuilding 

Gerard Baker reports on the surprising degree of progress made 


A s the efforts of the res- 
cue teams yield the 
last few victims of 
Kobe's earthquake, the city is 

be ginning the riannHngr task Of 
reb uilding . While the initial 
response of the authorities to 
the catastrophe has been 
widely criticised as dilatory, 
there were signs yesterday that 
the process of reconstruction is 
being pursued with vigour. 

Most striking progress is the 
demolition of the toppled sec- 
tion of road that has become 
almost an icon of Kobe's 
destruction. Yesterday, 40 
heavy earth-moving machines 
hacked away at the remaining 
section of road and pillars in 
the crumpled 400-metre stretch 
of the Hans hiii Expressway. 
The work is expected to be 
completed in a week. 

Less certain is how long it 
will take to rebuild. The very 
design basis of Japanese ele- 
vated roads is tinder review as 
a result of the earthquake, and 
it could be years before final 
decisions on road construction 
are reached. Meanwhile Kobe 
will have to cope with having 
its main routes at well below 
half-full capacity. 

The Hanshin Is just one of 
dozens of main thoroughfares 
that have become impassable, 
blocking the region's arteries. 
The journey from Osaka to 
Kobe by road, a distance of 30 
miles, takes about three-and-a- 






Two high school girls yesterday offering prayers amid the rubble 
where a classmate died in Kobe's earthquake 

half hours. Even that is an 
improvement on last week, 
when it could take six hours. 

One factor increasing the 
congestion is the Hood of vol- 
unteers commuting daily to 
the Kobe area with supplies of 
food, water and clothing for 
the city’s 200,000 homeless. As 
the scale of the tragedy became 


gradually clearer last week, 
the numbers offering help 
swelled to astonishing propor- 
tions. A daily throng of thou- 
sands takes whatever transport 
it can to assist in the rebuild- 
ing. 

Substantial progress has also 
been made in restoring utili- 
ties. By late yesterday, it was 


estimated that more than 95 
per cent of homes had electric- 
ity restored, and most now 
have some form of access to 
water. But the degree of dislo- 
cation to gas supplies remains 
considerable. 

Mr Hiroshi Kishimoto, of Tei- 
koku Eklka Gas, a gas mainte- 
nance company, said many 
mains pipes had been punc- 
tured, leaving an estimated 
800,000 people still without gas. 
"The gas lines are often under 
the niam roads, so thic. jg mak- 
tug the transport problems 
much worse." 

Rail links are strengthening 
daily. Yesterday, West Japan 
Railway Company (JR West) 
opened another station on the 
Osaka -Kobe line, a day ahead 
of schedule. Ashiya station was 
virtually destroyed in the 
quake but JR engineers, battl- 
ing since the flret day to re- 
open the line, have achieved a 
rate of one station a day. 

According to Mr Masaru 
Tam ura, president of the Kobe 
branch of JR West, and one of 
those who have not returned 
home since the disaster, that 
rate will be impossible to mam - 
tain from now on. 

The work done so far has 
been basic repairs to the tracks 
and ground. But for a 30-mile 
stretch either side of the centre 
of Kobe, there are countless 
bridge collapses and landslides. 
u We cannot even guess how 


long this will take," he says. 

Worse hit is the Shinkansen 
“bullet tram" line. The tracks, 
specially built for the super- 
express trains, are carried on 
elevated rails. In dozens of 
places, the supports for the 
line have crumbled. Mr 
Tam ura says they will take 
four to five months to repair. 

But to JR's discomfiture, it 
was discovered this week that 
inside several of these pillars 
were large wooden blocks, 
thought to have been con- 
creted in by accident when the 
tracks were laid 30 years ago. 
Any worries over its strength 
will damage the bullet train's 
prestige; there has never been 
a fatality on a Shinkansen, 
which JR attributes to building 
standards it claims are the 
highest in the world. 

Kobe's progress so far has 
been impressive, thanks to 
both official and volunteer 
efforts. But as more of the pre- 
liminary work is completed, 
the task facing the rebuilders 
looms larger and the implica- 
tions are becoming clearer. 

Until the spring at the earli- 
est, one of the country's more 
important lines of communica- 
tion has a gaping hole in it, 
and the movement of people 
and supplies along it is at a 
near-standstill. 

See Technology Page: Japan's 
confidence rocked. Page 12 


Demand for Tokyo rental property rises 


By Emiko Terazono in Tokyo 

As residents and companies continue to 
leave Kobe following last week’s earth- 
quake, estate agents are seeing a rise in 
demand for office and residential space 
in Osaka and Tokyo. 

Demand for rental property there is 
likely to harden up the market, which 
has suffered from over-supply during 
the past few years. Land prices in Kobe, 
on the other hand, are expected to be 
hit in the short term as sailers move to 
other parts of the country. 

In Osaka, corporate demand for 
rented apartments is rising as compa- 
nies seek housing for employees who 
have lost their homes. Nearby prefec- 
tures in the Kansai region around 


Osaka, such as Wakayama and Mara, 
unaff ected by the earthquake, also 
expect to see a rise in demand. 

“Many of the companies based in 
Kobe are being forced to move to Osaka 
or Tokyo," says K K Halifax Associates, 
a property agent developer. The Japa- 
nese arm of Procter and Gamble, the US 
consumer goods manufacturer, which 
had headquarters in Kobe, is planning 
to move to Osaka this week. 

The main question is how far the 
likely plunge in Kobe property prices 
will affect the market in other parts of 
the country in the long term. Some 
believe that investors will start taking 
earthquake risk into account when 
choosing a location, sending property 
prices in threatened areas lower. 


Ground liquefaction in Kobe port, 
where man-made islands have turned to 
mush, is another factor likely to 
depress property prices of areas in 
Tokyo where waterfront redevelopment 
has proceeded on reclaimed land. Land 
prices of areas including the Koto ward 
in eastern Tokyo, and Urayasu where 
Tokyo Disneyland is situated, are 
expected to be hit, says Ms Keiko Oht- 
suki, analyst at Morgan Stanley. 

Meanwhile, reconstruction following 
earthquake damage is likely to divert 
public funds previously used to buy 
land. Central and municipal govern- 
ments have been active buyers of land 
over the past few years as economic 
stimulus packages have sought to shore 
up faltering property prices. 


According to Mr Etsusuke Masuda, 
analyst at brokers James Capel in 
Tokyo, central and municipal govern- 
ments and other public organisations 
accounted for 23 per cent of land trans- 
actions in 1992. up from 10 per cent in 
1989. Tins could decline sharply as the 
earthquake has drastically altered pri- 
orities for government spending. 

Other analysts doubt whether 
national property prices are vulnerable 
to such factors, arguing that Japanese 
land prices do not reflect theoretical 
investment values in the first place. 

“Land in Tokyo is mostly held by 
Japanese and it's unlikely they'll rush 
to sell because of the earthquake in 
Kobe," says Mr Jim Konomi at Nomura 
Research Institute. j 


New port 
likely 
to cost 
$10bn 

By Michfyo Nakamoto In Tokyo 

The rebuilding of Kobe’s 
famous port destroyed by last 
week’s earthquake, is likely to 
cost about Yl,000bn (SlObn) 
and will take several years to 
complete, city authorities said. 

The port’s more than 20 
wharves have been wu»de unus- 
able by the quake and “to 
return that to its former state 
is likely to take more than 
three years,” an official at the 
port authority’s construction 
division said yesterday. 

City officials are concerned 
that unless res to ration work is 
carried out swiftly, Kobe, 
which has a long history as a 
base for ships travelling 
between east and west, may 
never regain its status as 
Japan's leading port 

“Shipping companies can 
switch to any other port 
There is no guarantee they 
will come back,” a Kobe city 
official said. 

Nippon Yusen, Japan's larg- 
est shipping company, said it 
has had to turn down ship- 
ments to and from Kobe for 
the time being. Shipping com- 
panies forced to re-route ship- 
ments from Kobe do not know 
yet when they will be able to 
return there. 

The cost to Kobe City of 
rebuilding port facilities is 
estimated at Y940bn but the 
cost to the private sector, 
which bas lost many ware- 
houses and cargo handling 
facilities, will add modi more 
to the amount. 

Kobe is set to lose nearly 40 
per cent of its overall tax reve- 
nues which were derived from 
part and related activities. 

The city has sent divers 
down to survey (he damage to 
wharves, and has started to 
put together a plan for recon- 
struction. “We must rebuild as 
soon as possible so shipping 
activity can resume swiftly. If 
one company can come hack, 
other shipping companies will 
see that happening mid take 
their opportunity to return," 
an official said. 


Thai Bank seeks to reassure foreign investors 


By William Barnes in Bangkok 

The Bank of Thailand has 
sought to reassure foreign 
investors its current account 
deficit was both fundable and 
useful following sharp setting 
pressure on the baht inspired 
by Mexico's economic crisis. 

Mr Bandid Nijathawom, the 
central bank's deputy director 
of economic research, argues 
that “the current account defi- 
cit reflects a strengthening of 
the economy, not a weakening. 
The rate of capital formation 
has been growing faster than 
the economy [more than 9 per 


cent against more than 8 per 
cent] far the past four years". 

The baht was one of several 
Asian currencies to feel the 
“Mexican wave” but it is vul- 
nerable to changing sentiment 
against emerging economies 
because, like Mexico, Thailand 
runs a hefty current account 
deficit and has increasingly 
relied on short-term foreign 
capital to fund it 

The baht was hurt by 
rumours it was a devaluation 
candidate, but has now stabi- 
lised at about previous levels 
of Bt25 to the dollar after 
touching Bt26 in mid-January. 


The Bangkok stock market 
remains near its 1994-95 lows, 
and Thai financial authorities 
this week hastened approval 
for two open-ended mutual 
funds of around Btldbn each 
as a step to boost equity prices. 
The market has taken a firmer 
tone in the past two days. 

Thailand's current account 
deficit is expected by the cen- 
tral bank to have been 
per cent of gross domestic 
product in 1994 and to be a 
maTiwuiTn 5,8 per cent this 
year, higher than most of its 
rivals in the region. Yet the 
deficit has fallen since 1990 


when it reached S.5 per cent of 
GDP following a sudden accel- 
eration in the economy that 
started in 1988. 

Mr Bandid points out that 
Thailand has a solid long-term 
track record of being able to 
cope with high growth and cur- 
rent account deficits. “The 
position is clearly sustainable. 
The inward capital flow is 
expanding capacity and lead- 
ing to higher exports," Mr Ban- 
did says. He points out that 
Standard and Poor's, the credit 
rating agency, recently 
upgraded Thailand's rating 
from A minus to A. 


Foreign investment has not 
been used to support declining 
domestic savings: the savings 
ratio has increased from 32.6 
per cent in 1990 to 312 per cent 
in 1994. The exchange rate is 
backed by foreign currency 
reserves with adequate import 
cover and roughly twice the 
value of short-term foreign cap- 
ital in the country, estimated 
at S15bn. 

The central bank reckons its 
forecast 8J> per cent economic 
growth this year is “very safe". 
Neither the R«uk of Thailand 
nor the finance minis try would 
like to see again the doable 


digit growth rates that ran 
from 1988 to 1990 until over- 
heating was halted by the Golf 
War and the February 1991 mil- 
itary coup. 

Mr Bandid says growth lev- 
els should flatten out into a 
“long-term equilibrium growth 
rate of perhaps 7-8 per cent" 
once the present phase of rapid 
capital formation has passed. 

The government was moving 
to sustain progress by adopting 
a more supportive rule rather 
than being a mere market reg- 
ulator. “The economic momen- 
tum is t h e r e — the chemistry 
works." 


ASIA-PACIFIC NEWS DIGEST 



US urged to 
up SE Asia force 

On a visit to London ^ «« "Jg*. 
ington should play a greater leadership role in the Son™ 
SSm Sea to help stabilise a region which appears tote the 
main driving force behind a wider east Aslan arms race. ^ 

“The I^ppines beeves that tha US pwence to south^t 

Asia must te enhanced not because ti ls toe 
world but because it must protect ite sea 
commercial interests." The OS. which is the largest 
investor in the Philippines, has lacked 
base to south east Asia since 1992 after the 
voted to end leases on the Claris base and the Suhfc Bay 
naval base near Manila. Since then Thailand has Rectal a u& 
request to set up a floating military base -in tbe Gulf of 
Thailand white Malaysia has hardened its opposition to an 
American security presence to the regi on- Co ncern exists 
elsewhere, however, about China's blue-water naval amm- 
\ioo&. Edward Luce, London 

Chinese state sector withers 

The share of Chinese industrial output by the state-owned 
sector continued to shrink last year to 40 per cent compared 
with 42 per cent the year before, according to the State 
Statistical Bureau. The state’s share of gross value of indus- 
trial output (GVJO) has halved since 1978, the year economic 
liberalisation was launched. Mr Qiu Xiaohna, the bureau s 
rjhwT economist, mM .the. gross indebtedness, am o n g. state- 
owned enterprises grew 74 per cent last year to Yn600tm 
(£44.7bn). HO blamed the credit squeeze and in fl a t i o n. Invento- 
ries had also KgTUvmBrt. The government had reduced, bow - 
ever, its direct fimmrial assistance to the state sector from 
YnlOObn in 1992 to YnSOtat test year. Tarty Walker ; Beijing 

Land auction boost for HK 

Hong Kong’s nervous financial markets took heart yesterday 
when the colony’s first big gove r nment tend auction for the 
year produced a better than expected result Two of the three 
sites at auction found buyers at prices around or slightly 
ahead of expectations, «j th rMt gh lower than those achieved In 
the past A third site, which was not expected to sell, was 
withdrawn. The Hang Seng index of leading stocks closed at 
7,240.72 r up 217.82, at 3J0 pa* cant 

A residential site to Sha Tin , a m iddle class suburb to the 
New Territories, was sold for HK$L7lm (£Mm) to a private 
developer. An industrial site an the island o f Ap Lei Chau was 
taken by Paliberg, a local developer^for HKJ230m. Mr Tim 
Mills, the go v e rnme nt auctioneer, said: “Today's result shows 
there is stOl gnma strength to the market” That strength will 
be tested as ti» govenmifiid writs to auction a farther 20 sites 
before the end of its flnmdkd year to March. !Smon Efottxrton, 
Hong Bong 

Easier time for Australian rates 

Upward pressure on Australian interest rates eased yesterday 
after the retease of official figures showing that the consumer 
price Index rose in thaJfeCTmber quarter at an annualised rate 
of £5 per cent While fids is toe strangest stooe. September 
1981, it is at the bottom of toe Reserve Bank’s target rate. The 
increase was doe largely "'to higher mortgage charges. Mr 
Ralph WQhs. federal treasurer, said the underlying rate of 
inflation at 2.1 par cent during the December quarter, “is not 
placing increased pressure on interest rates at this stage". 
During too test four months of 1994, toe.Reserve Bank lifted 
official interest rates three times, pushing rates up from 4.75 
per cent to August to the current 75 per cent Etoffla Tagaza, 
Melbourne 

Goa protests turn violent 

India has deployed security forces to the tourist state of Goa 
after protests against the construction of a. nylon factory 
turned violent and one man was killed. The rioting began on 
Monday in a flare-up of a five-year-old protest movement 
launched by villagers and environmentalists opposing the 
plant, which is 45 per cent owned by Du Pent, the US chemi- 
cals group. . 

Mr Pratapsinh K an e , Goa’s chief minist er, said protest inten- 
sified after Thapar Du Pont, the factory's owner, decided to 
speed up the construction of the ¥200m (£126m) plant last 
November. Environmental activists, supported by farmers and 
villagers, oppose a plant they say would have “disastrous 
effects’* on horticulture and fishing. Goa’s main industries 
apart from tourism- They say it would release polluting efflu- 
ents into Goa’s two m ain rivers. Ratter, Bombay 


NEWS: WORLD TRADE 


Electronics groups hold discussions on averting digital video disc technology war 

Sony and Philips in Toshiba DVD talks 


Norway in 
French 
gas deal 

By Karen Fossfl in Oslo 

Norway yesterday signed a 
contract to supply 40b □ cubic 
metres of natural gas to Gaz 
de France, lifting Norway’s 
share of the French gas mar- 
ket to 35 per cent by the year 
2005 when deliveries will 
reach ISbn cu m annually. 

The new 26-year deal has a 
gross estimated value at deliv- 
ery point of NKr20bn ($3bn). It 
was negotiated by a sellers’ 
group comprising Total Norge, 
a subsidiary of the French oil 
company, and Statoil, Saga 
Petroleum and Norsk Hydro, 
all of Norway. 

The contract is separate 
from that of the huge Troll gas 
accord, under which deliveries 
to a consortium of European 
buyers will commence next 
year. A gas field source of sup- 
ply for the new deal has yet to 
be appointed. 

Deliveries to France under 
the new contract win begin in 
2001 and reach an annual rate 
of 2bn cu m in 2005. The deal 
is contingent on a proposed 
pipeline from Norway to come 
ashore in Dunkirk. The 
planned pipeline is to begin 
operating from October 1998. 

The three Norwegian compa- 
nies and Total witt act as guar- 
antors for toe deliveries. Nor- 
mally Norway's official Gas 
Negotiation Committee, com- 
prising Statoil, Saga Petro- 
leum and Norsk Hydro, negoti- 
ates gas sales deals on 
Norway’s behalf. 

For the Gaz de France con- 
tract, the three Norwegian oil 
companies are acting as part 
of a sellers' group including 
Total. 


By Alice Rawsthom 

Sony and Philips, the 
consumer electronics 
companies, are beginning top- 
level discussions with Toshiba, 
one of their chief competitors, 
to try to agree a common 
strategy for the development of 
digital video discs (DVD). 

Toshiba earlier this week 
dealt a blow to the hopes 
of Sony and Philips of 
establishing their version of 
the video disc as an industry 
standard by announcing that it 
had secured the support of 
Matsushita, the world’s largest 
electronics group, and a 
number of other companies for 
its rival disc. 

The video disc, which 
combines the functions of 
video cassettes and audio 
compact discs, is seen as one of 
the most promising new 
electronic products. However, 
like any other electronics 
product, it can realise its full 


Time Warner is manufacturing 
the new DVD discs at Warner 
Music Group's CD production 
plant to Peonsylvaina, writes 
Louise Kehoe. lime Warner 
has demonstrated that the new 
doable-sided optical discs can 
be mass produced on slightly 
modified existing equipment 
at competitive costs. Test discs 
have also been made by 
Toshiba/EMI, Matsushita and 
Pioneer. 


potential only if the entire 
industry backs a standard 
format 

Sony and Philips, which 
made a fortune from their joint 
development of the audio-CD 
in the early 1980s, had hoped 
that their video disc would 
become the standard. They 
privately conceded defeat 
following Tuesday's 
announcement that an array of 
electronics and entertainment 
companies had declared 


support for Toshiba’s 
format 

The Toshiba disc is hacked 
by Hitachi, Pioneer and 
Thomson, as well as 
Matsushita, In the electronics 
sector. A number of leading 
entertainment groups - 
including Time Warner, MG Ml 
UA, Walt Disney and 
Twentieth Century Fox - have 
also announced that they 
would release their films on 
the Toshiba format 

Sony and Philips have now 
decided to open discussions 
with Toshiba to try to avert a 
repetition of the damaging 
video war in the 1970s, when 
Sony failed to establish its 
Be tarn ax format as the 
industry standard ag ains t 
Matsushita's VHS. 

The two companies are 
organising informal meetings 
in Tokyo at which senior 
executives and engineers will 
meet their Toshiba 
counterparts to examine the 


rival technology and to try to 
agree a common line on 
developing video discs. 

One option would be to try 
to incorporate some elements 
of the Sony/Philips disc into 
the Toshiba version. However 
this could prove technically 
difficult. Also, Toshiba is 
thought unlikely to concede 
much because of the strength 
of its negotiating position. 

The most likely outcome is 
that Sony and Philips will 
attempt to negotiate 
favourable financial terms to 
abandon their own disc and 
adopt Toshiba’s format. 

The usual practice in the 
electronics industry is for the 
Inventor of a standard product 
to negotiate royalty terms to 
license its technology to other 
companies. These royalties can 
yield substantial sums. Sony 
and Philips are believed to 
receive 3 DS cents for each 
audio-CD made worldwide, 
which would have been worth 


a total of over $40m in 1993 
alone. 

However, the terms of the 
royalty payments vary 
depending on criteria such as 
the value of their own 
technology to the product’s 
development. Matsushita, for 
Instance, pays relatively low 
royalties to Sony and Philips 
for audio-CDs as some of its 
patents are used in the 
product. 

Sony and Philips now face 
the challenge of negotiating 
favourable terms with Toshiba. 
Their main hope of winning 
concessions is that some of 
their audio-CD technology will 
almost certainly be used in the 
latter’s video disc. 

However, they may 
reconsider their decision to 
compromise if they cannot 
secure acceptable terms from 
Toshiba, raising the risk of 
plunging the electronics 
industry into another format 
war. 


Europeans prepare plans for digital radio 


By Frances Wllflams in Geneva 
and Alice Rawsthom to London 

European broadcasters are joining 
forces with the electronics industry to 
finalise plans for the launch of digital 
radio, viewed as the most Important 
development in radio technology since 
the invention of the transistor. 

Digital radio produces a clear sound 
of the same quality as compact disc 
without crackles or interference, even 
on mobile receivers such as car radios. 
It is expected eventually to replace 
existing analogue services mid should 
act as a significant catalyst for Eur- 


ope's DM400m (8267m) radio market. 

The first experimental digital services 
are expected to begin broadcasting this 
autumn in toe UK, France, Germany, 
Sweden and the Netherlands. The elec- 
tronics Industry hopes by then to have 
the first digital radios ready for sale. 

The broadcasting and electronic sec- 
tors have for some time been collaborat- 
ing on toe development of digital radio 
technology. The European Broadcasting 
Union has now formed a special forum 
to co-ordinate the final stage of the 
launch. It has scheduled its first meet- 
ing in Geneva for late March. 

Other than improved sound quality. 


one of digital radio’s main advantages 
for broadcasters is that each station 
broadcasts on such a narrow band- 
width that it will be possible to increase 
the number of available frequencies. 

The electronics industry is optimistic 
that the launch of digital radio will 
stimulate the radio market. The EBU 
calculates that there are at present 
500m radio receivers in use in Europe, 
including those incorporated into hi-fi 
systems, car cassette decks and per- 
sonal stereos, as well as transistors and 
radio alarms. 

The last catalyst for radio receiver 
sales was toe rapid expansion of per- 


sonal stereos with radio attachments to 
the mid-1980s. The European market 
has been dormant qfara the late 1980s. 
Sony estimates that some 5m radio 
receivers (inrinriing those incorporated 
in other electronics products) were sold 
test year in the UK alone. 

Many European consumers are expec- 
ted to replace their existing receivers 
once di gital radio comes on stream. The 
main beneficiary is expected to be Sony, 
the world's largest radio receiver manu- 
facturer, together with Germany's 
Grundig and Philips of the Nethe rl ands, 
respectively second and third in toe 
European market 


WORLD TRADE NEWS DIGEST 


Swiss lift watch 
exports by 4.9% 

The value of Swiss watch industry exports rose 4J9 per cent to 
SFr7J6bn ($&3bn) test year. The volume of exports of com- 
plete watches fell 1&2 per cent to 37.5m pieces but rose 5.2 per 
cent in value to SFr6.9bn, due to a boom in watches made"with 
precious metals. Mecha nical watch exports rose 8,6 per cent to 
value to SFr3.45bn to spite of a 106 pa- cent slide in volume to 
6^tn units. Exports of electronic models rose 2 per cent in 

25? to j?? 66 5 n J lrat dfidined 12-1 Per cent to volume to 
39.6m units. Tan Rodger. Zurich 

Mala ysia warns over rail deal 

Malaysia's government has 
• warned foreign and local con- 
tractors they face severe 
financial penalties if a 
M$i.5bn (8600m) rail project is 
not finished on time. Pri me 
Minister Mahathir Mohamad 
(W) said he was concerned 
about delays in completing a 
150km rail electrification pwd 
double tracking scheme 
round Kuala Lumpur. Blame 
is focused mainly on Ansaldo 
Transport! of Italy and the 
local Sapura Holdings group 
. r Uch carr 7 lr W out signal- 

year behind schedule. SJeran te ' a 

■ Ansddp, part of toe Italian state engineering gronn Fin 
meccamca. has won a L80bn (850.3m) ordprSw *“'■ 

electricity. SiaSlSS 1 ® MW 5 
Italian and Indonesian goy^entsS^ * hB 

1996 . Michael 
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1. Because it runs at 
100MHz. Period. 


2. It's the best value in 
Windows-compatible 
CPUs. 

3. There is no such 
thing as a faster 486. 

4. It’s 100% Microsoft 
Windows-compatible. 

5. it runs all your favourite 
Windows programs 
— really fast. 

6. It's incredible value. 

7. Your applications 
don't run in clunky 
emulation mode. 

8. Every bit as good as 
a 60M Hz Pentium. 
And far better value. 

9. Jt's the Ferrari of 486s. 

10. 100MHz speeds Wow! 

1 1. Two words: 
price/performance. 

12. Three words: 

Value! Value! Value! 

] 3. It comes from AMD 
— the leading 
alternate source for 
486 devices. 

14. It puts 60MHz CPUs 
to shame. 

15. Good luck finding 
better value. 

16. "The robust 486 
is alive and well." 

— Michael Slater, 
Microprocessor 
Report. 

17. Slater continues, 
“Enhanced 486 chips 
will play a major role 
in 1995." 

18. Slater concludes 
“...an aggressively 
priced DX4 chip 
would be a great 
product." 

19. !00MHz...cool! 

20. Unlike some CPUs, 
it’s good with figures. 


21. Killer part. 

Killer speed. 

Killer value. 

Killer! 

22. Certified 100% 
Windows-compatible 
by XXCAL. And 
they’re really picky. 

23. You don’t have to 
upgrade all your 
existing software. 

24. For all you chip- 
heads. we use 0.5 
micron process 
technology for our 
486 devices. 

25. It's tried and true 
technology at a 
great price. 

26. We were tempted to 
paint racing stripes 
on the side. 


44. And Doom II, so fast 
it’s scary. 

45. It runs everything 
you need it to. 
much faster. 

46. My 486 is faster 
than yours! Neener 
neener neener! 

47. It runs Lotus 1-2-3. 

48. Lotus Notes. 

49. Lotus SmartSuite. 

50. And every other 
Lotus program you 
can think of. 

51. IOOMHz.Case closed. 

52. Grease + lightning = 
100MHz Am 486. 

53. Your 386 users will 
kiss you. • 


67. It runs Harvard 
Graphics. 

68. Corel DRAW! 

69. Aldus PageMaker. 

70. Adobe Illustrator. 

71. Adobe Photoshop. 

72. Even AutoCAD. 

73. You’re incredibly 
smart when it 
comes to these 
kinds of decisions. 

74. It'll keep those 
penny-pinchers 
in accounting off 
your back. 

75. You know great value 
when you see it. 

76. Damn, it's fast! 


87 And Norton Utilities. 

88. Also Norton Desktop. 

89. Certified 100% 
Microsoft Windows- 
compatible. As if 
you didn't know. 

90. It's like all your roads 
are autobahns. 

91. It's an offer you 
can't refuse. 

92. Even the folks with 
big budgets will 
admire your 
business sense. 

93. It’s the most 
appropriate tech- 
nology for the bulk 
of your users. 

94. You don't have to dou- 
ble check your math. 


AMD’s 100MHz 486 CPU 


27. Tty and find higher 
performance at a . 
better price. 

28. Runs MS DOS. 

29. Runs OS/2. 

30. Runs Novell 
NetWare. 

31. Yes, even UNIX. 

32. Runs Microsoft Word, 
without a hitch. 

33. We'll say it again, it’s 
100% Microsoft 
Windows-compatible 

34. It's Windows NT- 
compatibie, too. 

35. And Microsoft Excel. 

36. Microsoft Office. 

37. Microsoft PowerPoint. 

38. Pretty much every- 
thing Bill Gates has 
to offer, it handles 
flawlessly. 

39. Don't forget Quicken. 

40. You only live once. 

41. Surf the internet @ 
100MHz. 

42. Runs CompuServe. 

43. It runs Doom. 


54. It's a smart move. 

55. Runs WordPerfect. 

56. Also WordPerfect 
Office. 

57. And ClarisWorks, for 
that matter 

58. If you don’t upgrade 
soon, your users will 
have you drawn and 
quartered. 

59. Megahertz. 100 of 
them, to be exact. 

60. We've invested over a 
billion dollars so we 
can keep cranking out 
tons of them. 

61. Think you can pass up 
a deal this great? 

62. You must be inter- 
ested in high per- 
formance — you're 
still reading. 

63. It's the greatest 486 
ever made. 

64. You're too smart to 
pass this offer up. 

65. Why not? 

66. It's tough to 
argue with 100MHz 
performance. 


77. Did we mention 
that it's the best 
value available in 
486 CPUs? 

78. Now you can afford 
that cellular phone. 

79. Without a doubt, 
the best value in 
486 CPUs. 

80. Everyone in your 
office will be jealous. 

8I.I00MHz. Golly, that’s 
fast. 

82. It's at least worth a 
test drive, isn’t it? 

83. Turtles run faster 
than your current 
systems. 

84. Performance equal 
to a 60MHz Pentium. 

85. Compatible with 
your software, 
peripherals, net- 
works — everything. 

86. Runs PC Tools. 


95. Compaq says, 
"lOOMHz 486 systems 
represent a 
significant market 
opportunity and we 
are delighted there 
will be an additional 
source of supply." — 
Jim Paschal, Vice 
President of Desktop 
and Corporate 
Engineering. 

96. The mere thought of 
an AMD CPU some- 
how appeals to your 
rebellious side. 

97. Can actually handle 
the rigors of com- 
plex calculations 
like division. 

98. We've got ISO 9000 
certification — in 
plain English, that 
means world class 
manufacturing 
facilities. 

99. Look up“tight-wad" 
in the dictionary and 
there’s a picture of 
your boss. 

100. Need a few more? 
Send name and fax 
number, or a copy 
of your business 
card by fax to 
+44 (0) 1256 843 963 
to receive additional 
information. 
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NEWS: INTERNATIONAL 


FIS chief 
endorses 
peace 
platform 

By Route KhaLaf in London 

Mr Ali Benhadj, the more 
radical of the two leaders of 
Algeria's banned Islamic 
Salvation Front (FIS), has 
endorsed a peace platform 
agreed by the country's 
opposition parties in Some 10 
days ago. 

In an eight-page letter, 
received by the London-based 
dally AI Shark AJ Awsat and 
France’s Liberation, Mr 
Benhadj says the Rome 
declaration proved that “the 
problem is not with the parties 
or the people bat between 
legitimate parties and a 
government that has lost all 
legitimacy”. 

The Rome declaration 
proposes negotiations with the 
army-backed regime leading to 
a coalition government and 
new elections. 

It has been vehemently 
rejected by both the 
army-backed government and 
by the Armed Is lami c Group 
(GIA), the radical grouping of 
Islamist extremists. 

Although the declaration 
was signed by two FIS leaders 
in exile - Mr Rabah Kebir and 
Mr Anwar Haddam - Mr 
Benhadj’s letter lends it 
greater legitimacy. He is the 
only FIS leader who can stQl 
muster support among 
hardline Islamists. 

By insisting that “the 
opposition can reach a 
common programme and work 
hard to implement it for the 
benefit of the people,” Mr 
Benhadj. who not long ago 
called democracy heresy and 
told Islamist extremists that if 
freed he would join their 
armed struggle, seems to be 
attempting to shift the focus of 
the Algerian crisis to the 
political arena. 

It also marks a 
attempt to regain political 
ground lost to the armed 
groups. 

In a surprise move for a man 
known for his enmity for 
France, he cites the French 
constitution to s upport his 
view that people have the 
right to fight a government 
that usurps their rights. 


Israel to build more West Bank homes for settlers 


By Jidian Ozame in Jerusalem 

Israel yesterday said it would bufid 
hundreds of new homes for Jewish 
settlers in the Israeli-occupied West 
panic despite Palestinian warnings it 
could further threaten the fragile 
Israeli-Palestinian peace process. 

The decision, by the ministerial 
committee cm settlements, wjQl exac- 
erbate Arab-Jewish tension and cut 
hopes for peace talks, which have 
been virtually suspended by Israel 


since last Sunday's Islamic suicide 
bombing left 19 Israelis dead 
Mr Binyamin Ben-Eliezer, housing 
minister, said the committee bad 
decided to sell 800 existing housing 
units in the settlement of Maale 
Adumin near Jerusalem and would 
begin work on a further 1,080 units. 
The minister also said 350 already 
constructed homes in Givat Zeev 
would be sold and up to 800 houses 
could be built privately. However 
the committee, apparently at the 


insistence of left-wing ministers, 
said it would slow the pace at which 
settlers could move into the homes. 

The decision came as Mr Avrab am 
Shochat. fin ance minis ter, acknowl- 
edged that the Labour-led govern- 
ment was building in the occupied 
territories at a pace three times fas- 
ter than the previous right-wing 
T.ilniH administration, despite prom- 
ises to the electorate and the US to 
freeze new settlement construction. 

Mr Yassir Arafat, chairman of the 


Palestine Liberation Organisation, 
said yesterday he understood Israel 
and the PLO had already agreed at a 
meeting last week that there would 
be no expansion in settlements or a 
rise in the number of Jewish settlers 
living in the West Bank. 

Mr Arafat made the remarks in 
Jordan as he prepared to sign a com- 
prehensive agreement with King 
Hussein on future Jordanian-PLO 
relations intended to end months of 
tension between the two Arab lead- 


ers, largely over the status of occu- 
pied Arab East Jerusalem. 

Hie PLO Hahns East Jerusalem as 
the future capital of an independent 
Palestinian state but King Hussein, 
as a direct descendant of the prophet 
Mnhnnwri, Hahns to have a special 
custodian role over the Islamic 
shrines in the holy city. 

The draft accord outlines a com- 
promise under which the PLO 
acknowledges Jordan’s custodial 
role over Moslem’ sites while King 


Hussein backs ftituwj PatertJntoa 
sovereignty && *5® , * 

The agreement 
accords on economics, 

hflYii rin g-tefecommimiatinns, educa- 
tion, transport, information -and 
administrative affairs. • ^ - . 

Meanwhile, Syria yesterday 
demned Israel’s anwmwexhfSK 
it would begin to waA on pan to 
separate Israelis and Pakstinlaxa by 
Sans' of a 380km few*. and- 

tosreased border piBce prtda. 
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Zimbabwe economy worries donors T+Q i- atl ar n im o 

A meeting of Zimbabwe’s A: , +: * , ui J llftlluXL grOUpO 


A meeting of Zimbabwe’s 
aid donors scheduled 
to take place in Paris 
early next month has been 
postponed as a result of the 
government’s difficulties in 
implementing its World Bank 
supported economic reform 
programme. 

The meeting, at which 
donors were expected to 
announce aid levels for 1995. 
was to take place early next 
month but has been put off 
until March , according to offi- 
cials in Washington and 
Harare. Last weekend Presi- 
dent Robert Mugabe’s govern- 
ment, responding to pressure 
from the Rank and the Interna- 
tional Monetary Fund, 
announced rises in excise 
duties in an effort to meet 
shortfalls in state revenue, and 
cut the higher thap anticipated 
budget deficit 

These are likely to be fol- 
lowed by the imposition of a 
surcharge on personal and 
company taxes from April, and 
possibly some increase in other 
consumption taxes. 

Government officials have 
suggested that the move was 
prompted by fears that the 
country is facing another 
drought, comparable to the 
1992 season, when gross domes- 
tic product fell by about 8 pm- 
cent as agricultural production 
was cut by a quarter. 

Official spokesmen at the 
Bank and IMF yesterday 
denied there had been prob- 
lems in implementation of the 
programme. However, officials 
in Washington and Harare pri- 
vately acknowledged that the 
weekend move was the culmi- 
nation of a series of exchanges 
between, the two institutions 
and tiie Zimbabwe govern- 

These began late last year, 
when it was becoming appar- 


Aid meeting postponed over reform problems, writes Michael Holman 


Zimbabwe: an economy under pressure 
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eut that the government's fail- 
ure to follow through with key 
reforms could put the adjust- 
ment programme in jeopardy. 
Had the government not taken 
action, donors would have con- 
sidered cutting aid flows. 

Donors have nevertheless 
become increasingly impatient 
at what they see as govern- 
ment reluctance to press ahead 
with reforms, and it is a mea- 
sure of the pressure that has 
been applied that it is having 
to carry out domestically 
unpopular measures so close to 
the election, due in March. 

However, neither the Bank, 
the IMF, nor Zimbabwe’s main 
trading partners such as 
Britain, relished the prospect 
of a public confrontation with 
the Mugabe government, por- 
trayed -by most donors as a 
comparatively successful 
example of economic reform in 


Africa. Nor. for its part, did 
Harare wish to risk a shortfall 
in expected aid flows in an 
election year. Both sides have 
thus been anxious to play 
down the dispute. 

Last weekend, alter further 
tabes between Zimbabwe offi- 
cials and the IMF and World 
Bank, it became clear that the 
government had no choice but 
to act Two weeks after promis- 
ing a statement on higher 
taxes to finance the widening 
budget deficit, and in the face 
of some opposition within the 
cabinet, Zimbabwe has 
gazetted increased excise 
duties on beer, cigarettes and 
soft drinks. 

Price increases for petrol, 
diesel and bread have already 
been announced. Inflation, 
which averaged 22.2 per cent in 
1994. is unlikely to fall signifi- 
cantly at least until the second 


half of 1995, especially given 
money supply growth of more 
than 40 per cent last year. No 
details have been given of the 
amount of extra revenue from 
the tax rises. 

A for tnigh t ago, Mr Bmmer- 
son Mnangagwa. acting 
finance minister, said he 
Intended an income and profits 
tax surcharge of “at least 5 per 
cent”. While the tax rises are 
no surprise, they threaten to 
undercut government promises 
of sharply lower Inflation In 
1995. 

Aside from the new revalue 
measures, economic analysts 
in Harare say that the govern- 
ment will have to cut govern- 
ment spending further if Zim- 
babwe is to keep to the 
renegotiated terms of the pro- 
gramme. 

Most observers in Harare 
believe this is unlikely before 
the election. 

Although commentators 
forecast a comfortable victory 
for President Mugabe's Zanu 
party, in power since indepen- 
dence in 1980, drought and eco- 
nomic adjustment are taking a 
heavy toll. Real incomes are 
lower now than at indepen- 
dence. and unemployment has 
quadrupled. 

Although far-reaching 
reforms have been introduced 
since the programme got under 
way. the process has been 
erratic. Trade has been liberal- 
ised. most foreign exchange 
controls lifted, and investment 
conditions improved. But pub- 
lic sector reform has been 
slow, and subsidised state cor- 
porations are a heavy drain an 
government finances, totaling 
Z$3im (£22Sm) or &5 per .bent 
of gross domestic product in 
1991-5. I 


Apparently under pressure 
from donors, a Zimbabwe cabi- 
net committee has recom- 
mended liquidation of three 
parastatals, the sale of govern- 
ment shares in public compa- 
nies and privatisation of some 
utilities. 


U nder the current pro- 
gramme, the budget 
deficit should have 
been reduced to 5 per cent of 
gross domestic product by mid- 
1995. This assumed that Z$ibn 
worth of state assets would be 
sold off by June, and ignores 
some Z$2bn in state corpora- 
tion losses. If these items are 
taken into account, the deficit 
would rise to more than 10 per 
cent of GDP. 

A farther factor in the imple- 
mentation of the adjustment 
progr amm e has been govern- 
ment reluctance to cut state 
spending on defence - the 
third largest item in the 1994-5 
budget, at 3^ per emit of GDP. 

The issue was hi g hli ghted at 
the weekend when an indepen- 
dent Sunday newspaper in 
Harare reported that two mili- 
tary helicopters were being 
bought from France at a cost of 
548m (£30m). The deal was con- 
firmed by a defence ministry 
officiaL 

The paper said the aircraft 
were being bought from Euro- 
copter, a joint-venture between 
France and Germany. 

Other worrying indicators 
include the level of public sec- 
tor debt, which now exceeds 
Zimbabwe's GDP, while annual 
interest charges are estimated 
at 14 per cent of GDP. At the 
end of 1993. external debt was 
$3Jbn. with service payments 
absorbing 30* per cent of 
exports. 


seek Iraq ties 

A trade delegation representing 

Italian e runtee mil be arriving in B ag h d a d tomorrow to 
discuss the improvement of economic said commaaftrws* 
with Iraq. An Italian foreign ministry ^ke ^m an speagB* 
London last night played down the significance of the visit. Tt 
is a private visit organised by the Itahan-Arab Cha mber « 
Commer ce and has not been JXHJrihna ted by our government. 
Ba ghdad is hoping Italy, together with France, wfflbrtng 
pressure on the United Nations to lift its sancti o ns regime. 
Separately, the Consul National du Patronat Franpais con- 
finned yesterday It was organising its second delega tion of 
senior business executives to Iraq in February. A delegation of 
UK businessmen is to visit Baghdad on Fsteuaiy lS. Jimmy 
Bums, London and AndrewJack, Paris. .' 

SA gold industry earnings fall 

South Africa’s gold mining 
South Africa '■ - Industry, which cflBiirfbutas 
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South Africa’s gold-mining 
-c , v # industry, which cdhtrihutag 
’.1: :: : about ASper cm oCGDPand 
employs; 360,000. - people, 
reported a foil af-oMtf 20 per 
cent in net earrings, in the 
. quarter ending December 
- 1994. According to- Mr Nfok 
Goodwfrv pf hrafeers E-W 
. _ ’ i- Balderson. total net earrings 

— / ■ - fell to R549m (£98m) in . the 

J • . past quarter J^tan KXl3m in 

r ' the September quartearrRiSing 

J costs, a lacklustre gold price, 

gfffi; a strong rand and labour 
instability -were expected to 
cafttibne tio hit production 
amt profits. Btuiefr Johannes- 


Southern Africa meet$;4c^ors 

Southern African nations meat WaaMA. donora tratorrow to 
drum up support for fte^ffa^ flffljrts^ii ecteicmifototegratton. 
Officials erf the 11-uattott Souther n AUrfonn- Cqpj- 

munity (SADQ said the group tfoeld se& to^aise about 
S3.6bn (£2^6bu) in theeousritativea^^ 

Lilongwe, Malawi The money la to pro- 

grammes in several key. sectors. Th 8 SALXTcampriifee Ahgnla, 
Botswana, j 
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Fed on course for rate rise after Greenspan testimony 


By Michael Prowse in Washington 


There are' differing views on Wall 
Street about the likely pace of eco- 
nomic growth this year, but near 
unanimous agreement that the TJS 
Federal Reserve will raise interest 
rates further to curb the economic 
expansion. 

Fed policymakers meet next 
Tuesday and Wednesday and 
are widely expected to signal 
another l A point increase in 
short-term rates to 6 per cent - a 
doubling of rates since last January. 

A larger increase, such as the V* 
point increase announced in 


November, is not out of the ques- 
tion, but is seen as unlikely, given 
the nervousness in financial mar- 
kets following the Mexican crisis 
and the Kobe earthquake. 

Many economists expect a further 
Vt point increase in March and pre- 
dict that short-term rates will rise 
to about 7.Q-7.5 per cent by the end 
of the year, unless evidence 
emerges of a rapid deceleration 
of growth. Long bond yields 
are expected to remain more stable, 
rising to a peak of perhaps 8£ per 
cent. 

Testifying before the Senate 
finance committee yesterday, Mr 


Alan Greenspan, Fed chairman, did 
nothing to undermine these expec- 
tations. If the inflation outlook was 
not to deteriorate, he warned, the 
Fed would have to remain 
“vigilant" - a word that 
in the past has signalled higher 
interest rates. 

He noted that prices of raw mate- 
rials and components had risen 
sharply and cited growing evidence 
that “firms are considering marking 
up the prices of final goods to offset 
those increased costs." In the 
labour market, reports of shortages 
of workers were growing more 
frequent, reflecting jobless 


rates in many regions that were 
lower than at the peak of the 1980s' 
expansion. 

Some analysts believe that a 
plunge in the unemployment rate to 
5.4 per cent last month and a sharp 
rise in the rate of industrial capac- 
ity utilisation to more t han 85 per 
cent have greatly increased the 
danger of economic “overheating." 
Yesterday Mr Greenspan warned 
economists not to read too much 
into such rule-of-thumb inflation 
thresholds. 

In modern economies “output lev- 
els may not so rigidly constrained 
in the short run. . . the appropriate 


analog}' is a flexible celling that can 
be stretched when pressed; but as 
the degree of pressure increases, the 
extent of flexibility diminishes." 

Mr Greenspan hinted that the 
long-run potential rate of economic 
growth might have risen somewhat 
following extensive industrial 
restructuring in recent years and 
signs that the US was regaining its 
former global dominance in several 
high-technology sectors, such as 
computer software. 

However, “the fact that labour 
and factory utilisation rates have 
risen as much as they have in the 
past year or so does argue that the 


rate of increase in potential is 
appreciably below the 4 per cent 
growth rate of 1994." _ . . 

The bottom line for the Fed is 
that the economy cannot grow for 
inng at an annual rates of 4 per cent 
or more without re-igniting infla- 
tion. 

Smm> further monetary tighten- 
ing is thus seen as Inevitable. But 
experienced Fed-watchers, such as 
Mr Bill Griggs of the Wall Street 
firm Griggs and San tow, note that 
the Fed has been surprised by bow 
little inflationary pressure has so 
far emerged. 

Last year consumer price infla- 


tion wastessttoSperOMtte^ 
third -year running 
believes the index ovBsawrwj 
underlying inflation rate by about a 

percentage point g 

It appears that “we have gottea 
close to achieving effects pnoj- 
stability,, though W»..M 
there yet,” MrGrewwpan said yes- 
terday. 

So long as the price numbers 
remain subdued, the < owe as** 
view is thus that the Fad wifl stick 
a Us “gradualist* stra ta*? of ra gy 
lar, but fairly small increases in 
short-term rates. 


AMERICAN NEWS DIGEST 


California storm 
bill put at $360m 


This month's storms in California caused an estimated $360m 
in insured property damage, said Property Claim Services 
Group, a division of American insurance Services Group. The 
storms caused another $110m in insured damage in Oregon 
and across the affected Gulf coast and southeastern states, 
said Mr Gary Eemey. assistant vice president of Property 
Claim Services. 

The storms caused severe flooding in northern and southern 
California earlier this month, inundating hundreds of homes 
and forcing thousands to evacuate. Reuter . San Francisco 


13 deputies held in Salvador 


More than 1,000 former members of El Salvador's armed forces 
have taken over four public buildings and are holding scores 
of hostages, including 13 deputies, in protest at the govern- 
ment's failure to honour promised redundancy payments. One 
protester was shot dead by police on Tuesday morning outside 
the ministry of finance, which has been occupied along with 
the national assembly, the supreme court, and the offices of 
the army’s pension fund. The protesters have also blocked 
some main roads around San Salvador. 

President Armando Calderon Sol went on national television 
on Tuesday night and said the protesters were being “manipu- 
lated by sectors who wanted to break the climate of peace" 
after the end of the civil war. Analysts say the protest was 
provoked by government feet-dragging on commitments made 
to ex-combatants as part of a peace accord signed with 
left-wing guerrillas in January 1992 to end a 12-year civil war. 
Edward Orlebar. San Salvador. 


US home sales rise 1.8% 


Sales of existing US homes rose 1.8 per cent in December to a 
seasonally adjusted ammai rate of 3 -88m units from a revised 
3.82m in November, the National Association of Realtors said 
yesterday. Compared to a year earlier, sales were down 10.6 
per cent from a record high -L35m annual rate in December 
1993. November’s figure was revised from 3.81m. 

For all of last year, existing home sales rose by 4£ per cent 
to 3.967m units from 3.802m in 1993. The association said that 
1994 was the strongest year since 1978. when 3386m units had 
been sold. The December rate was well above the Wall Street 
forecast of 3.78m and appears to counter other recent signs 
that the housing market may be weakening. 

But the association said the flurry of activity between 
November and December belied what Jay ahead - an overall 
slowdown in home purchases due to higher mortgage rates. 
“Rather than gamble on more rate hikes, consumers who had 
been undecided made their move,” said Mr Edmund Woods, 
association president “But the long-term impact will be a drop 
in sales, as mare [prospective buyers] are priced out of the 
market" Renter. Washington. 


US plutonium shipment fears 


Representatives in Washington from the US possessions of 
Puerto Rico, the US Virgin Islands, American Samoa and 
Guam, and of the state of Hawaii, have told President Bin 
Clinton that they are unhappy that the US government has 
not responded to concerns about the safety of a planned 
plutonium shipment through their region. 

“We cannot stand by silently and allow this potentially 
lethal shipment to pass through or near our waters, or to 
allow our ports to be available for emergency calls by a waste 
ship in distress," they said in a letter to Mr Clinton. The 
Japanese government has not yet decided the route of the 
shipment of plutonium from Europe to Japan next month, but 
says there is no reason for the safety concerns. 

Several Caribbean countries have protested at the proposed 
shipment, the first of several planned for the next 15 years. 
The plutonium is extracted from nuclear waste sent by Japan 
to French and British reprocessing plants Canute James, 
Kingston. 
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Address reveals 
troubled state 
of the president 


Clinton rose to the moment, but it was 
clear how much he had been weakened 


T o further his political revolu- 
tion. Mr Newt Gingrich, 
Speaker of the House, has 
allowed television cameras new 
angles to cover proceedings in Con- 
gress. One was particularly telling 
during President Bill Clinton's State 
of the Union address on Tuesday 
night 

It showed the speaker and vice-pres- 
ident A1 Gore squarely behind the 
president their reactions clearly visi- 
ble on many of the approximately 90 
occasions the chamber burst into 
applause during the 80-minute speech. 
Frequently Mr Gingrich nodded 


Jurek Martin, US 
Editor, reviews the 
president’s State of 
the Union speech 


sagely: when Mr Clinton promised to 
cut taxes and government lie leaped 
to his feet clapping when the presi- 
dent spoke of fi ghting any repeal of 
the ban on assault weapons or dis- 
mantling his national service corps, 
the Speaker sat on his hands while 
Democrats on the floor raised the raf- 
ters with cheering. 

It was the perfect television meta- 
phor for the new political realities of 
Washington which see a Democratic 
president, for the first time in 48 
years, in serious competition for 
power against an aggressive Republi- 
can legislature with fire in its belly. 

It would be churlish not to concede 
that Mr Clinton rose to the moment 
The speech might have been long and 
it had virtually nothing in it for a 
foreign audience (except Mexico). But 
he never flagged and his address had 
an overture full of grace notes and 
humour and a glorious rhythmic 
coda. 

Even Mr Gingrich could scarce for- 
bear to cheer as the president 
acknowledged, much as Ronald Rea- 
gan loved to, the presence of the ordi- 
nary citizens the White House had 
placed in the public gallery surround- 


ing Mrs Hillary Clinton - young vol- 
unteers. a US soldier of Haitian 
extraction, a police chief two black 
ministers and the youngest service- 
man this century to win the Medal of 
Honor in war - at Iwojima in 1945. 

The middle movements also had 
their fine passages. There is little 
chance that Congress will approve an 
increase in the federal minimum wage 
but Mr Clinton could not have made 
the case for “honest hearings" better 
by pointing out that congressmen 
earn in a month what a minimum 
wage worker makes in a year. 

But one speech does not necessarily 
a presidency mak e and this president 
is in political trouble, as he intermit- 
tently acknowledged during the 
address. In attempting healthcare 
reform last year “we bit off more than 
we could chew", he noted - and 
suggested that this year more modest 
insurance reforms might be appropri- 
ate. 

There might also have been a gentle 
warning to Mr Gingrich and his 
self-proclaimed “revolutionary” 
cohorts when Mr Clinton said early 
on: “I am frank to say I have made 
my mistakes." adding, pointedly, “and 
I have learned again the importance 
of humility in all human endeavour." 

As RW Apple put it in the New 
York Times yesterday, the speech was 
“notably short on de man ds for action 
and long on appeals for comity - a 
demonstration of just how much he 
has been weakened in the last 12 
months". 

In a rather flat and orthodox Repub- 
lican response. Governor Christine 
Todd Whitman of New Jersey, a rising 
star in the party, commented on how 
much Mr Clinton had taken her par- 
ty’s electoral message on board. Cer- 
tainly, the “policy wank" president, 
with a programme for every problem, 
was little In evidence. 

The president spoke, either neu- 
trally or approvingly, of lower taxes, 
smaller government, tighter immigra- 
tion controls, the line-item budget 
veto and other subjects on the Repub- 
lican agenda. 

Referring to the last two elections 
and their mandates for “change", Mr 
Clinton said: “In both years we didn’t 



Clinton with Gingrich, right, and Gore before the president’s second Sate of the Union address 




hear America singing, we heard 
America shouting and now all of us. 


Republicans | and Democrats alike, 
must say *We hear you’." 


But the Democrat in him is far from 
dead. Not $nly did he argue for a 
“modest" increase in the minimum 
wap. but he extolled a whole list of 
social prog rammes that still work - 
immunisation, school lunches, pre- 
school education, worker re-training. 

Nor would he subscribe to the cur- 
rently vocal libertarian view that gov- 
ernment is necessarily bad. Borrow- 
ing from John Kennedy’s famous 
inaugural address in 1961, Mr Clinton 
declared: "We should not ask govern- 
ment to do for us what we should 
only do for ourselves. But we should 
use government to do those things we 
can only do together.” 

Whether these mixed affirmations 
of faith make the president a new 
Democrat, an old Democrat or just the 
original eclectic Bill Clinton will be 
endlessly debated by the pundits. But 
he did return to some of the middle- 


class themes of his successful 1992 
campaign, including the need for 
greater public involvement in the 
community, on which there is at least 
some grounds for accommodation 
with the Republican majority. 

And, Tikg th» 1992 campaign and the 
mid-term elections last year, the bat- 
tleground remains domestic. The 
opportunity for Mr Clinton to score as 
“foreign policy president” in the year 
ahead dearly presents itself, but his 
speech was perfunctory on external 
relations. 

He merely said that aid to Mexico 
would preserve Am er ic a n jobs and. 
that US goals should be to encourage 
nuclear non-proliferation and combat 
terrorism around the world. Not a • 
word on Nato, the UN, Chechnya or 
Bosnia passed his bps. Rwanda and 
Haiti grt a mention, but only in the 
context of praise for the roles played 
by the US military. 

Still, tiie audience hked the speech. 
Mr Gingrich, in a mellow mood, had 
said in advance he expected the presi- 


dent togivea good speech, a massage 
picked up by. even- his more ardent 
support** {though oome of than kept 
waving coplea of the ; Republican 
"Contract With America” on the 
HnUEft Soor). - . r \- v ; \ - ^ ‘ 

Senator Robert Dote,Jhe majority 
leader, yesterday accuaetilfr Clinton 
of “a cheap shot* fra: irngfag Congress 
to step accepting gifts tram lobbyists 
whSe considering lobbying reform, 
but otherwise graded the speech with 
“a B. maybe a tdt moreV, 

The pubBc, perhaps sated after 
opening axgumants in the OJ Simp* 
_ son jnufder trial was enthused. Two 
ovuruigjit polls found more than 80 
per cent approved the president’s 
address, giving high marks for his 
dissection afAmerica’s problems. 

But quality of analysts has rarely 
bean>aClintcBa£aultItishowhe 
plays out the long slog ahead. - and 
. how the Republican majority plays 
crut its hand - that Will de termine the 
fixture of this president. 

See Editorial Comment 


A totally open telecommunications market has started a phone revolution, writes Imogen Mark 


Chile gives out its number to all-comers 


F or a few days at the end of last 
year, Chileans all over the 
world were inundated by tele- 
phone calls from long-lost friends and 
relatives back home. The callers were 
taking advantage of an intense price 
war in Chile’s newly opened tele- 
phone market. Chileans could phone 
anywhere in the world at peak time at 
a cost of less titan 15 US cents for 
three minutes. 

Reason returned with New Year - 
to the relief of foreign investors hold- 
ing shares in some of the companies 
involved in the discounting - and 

rates went back up to more rational 

levels. A peak time three-minute call 
to the US, the main destination for 
international calls, now costs $1.65. 
That is still a steal compared with 
Mexican rates of $5 for a comparable 
call Argentine, $6, or Japanese, $7. 

Under the new market regime, any 
phone company wishing to compete 
needs only the approval of the minis- 


try of transport and tplpcnmTpimira - 
tions for a business plan, and then the 
necessary investment funds to carry 
it out The tariffs are set by the mar- 
ket 

So Bell South, the US telecom com- 
pany based in Atlanta, plans to spend 
up to $40m in Chile, hoping to build a 
20 per cent market share and gain 
experience that will help the company 
when the Netherlands. Israel, Argen- 
tina and Mexico open their mar kets to 
competition over the next few years. 

Bell Atlantic, based in Philadelphia, 
and its Mexican partners have a simi- 
lar plan. Chile is a testing gro und, for 

Mexico's $3 bn long-distance market, 
once Telmex's concession expires in 
1996. 

Chile's long-distance telephone 
business is modest in world terms. 
There are only 1.6m phone lines, 11.4 
lines per 100 people, compared with 50 
lines per 100 in the US. The Latin 
American average is nine. 


A select 7,000 Chi l ea n clien t s use 
the international services, three quar- 
ters of them businesses. National 
long-distance calls ran up $130m in 
1993, international $220m. 


There is little 
customer loyalty 


But there has been heavy invest- 
ment since the two state telecom com- 
panies were privatised six years ago, 
and the network is now almost 100 
per cent digital. That has made the 
multi-carrier system possible. Callers 
choose their carrier by simply diallin g 
a three or a four digit company code, 
and then the number required. Busi- 
nesses can sign a bulk discount con- 
tract with a carrier but the deal is not 
exclusively binding. 

Apart from the two Baby Bells, 
there are another five operating com- 


panies in the long distance market all 
of them Chilean. Two are leading 
players formed from the old state 
monopolies, Entel the long-distance 
carrier and CTC, the domestic carrier. 

“Seven companies is an ideal num- 
ber," says Mr Jorge Rosenblut, deputy 
minister responsible for telecommuni- 
cations. “There’s no chance of a cartel 
operating.” The seven companies 
monitor the market themselves, he 
says, making the ministry's tank rela- ■ 
tively easy. CTC, which owns the net- 
work, is required to hand over regular 
records of all the communications 
traffic and the carriers who took it. 

The multi-carrier system started up, 
cautiously, in a rural province in late 
September and spread over the coun- 
try to include Santiago at the end of 
October. 

One lesson the companies learned 
from the brief price war was tha t 
there was little consumer loyalty. 
“Callers just looked at the ads in the 


paper for the day’s bargain offer,” 
says Mr Jorge Fritis, head of planning 
at Entel The only way to keep cus- 
tomers win be by competing on ser- 
vice, he says. 

Mr Rosenblut agrees. The carriers 
cannot c om pete by selling a commod- 
ity, he says, they have to generate 
traffic and add value. Ilka phonecards 
and free call sendees. 


With the Investments already made, 
in fibre optics and other equipment, 
plus the advantages of low salaries, 
cheap office space and low phone 
rates, he sees enormous scope for 
Chile to become a platform for all 
kinds of telephone business In the 
region. One small enterprise in Sant- 
iago. for e x a m ple, is already inputting 
credit card transactions on line to a 
leading US retail chain. And a big US 
securities trader is looking at moving 
its Latin American research depart- 
ment to Chile. . •; 


Introducing your new corporate CAD partners 


Autodesk is proud to announce the first 
Autodesk System Centres — settiirj: new 
Standards of seiviee in the sup pi v of tin- world: 
best-selling CAD solutions. 


operation - enhancing your proui icti vitv, profitability 
and competitive advantage. 


13 Autodesk. 


And each ol them is committed to working with von. 


System Centre 


tor vour organisations success. 


The companies listed have been subject to the 
most stringent tests before boiiin awarded 
Autodesk Svstem Centre status.... 


So check the list for vour nearest Autodesk 
S\stem Centre :ind contact them now ... 


Autodesk System Centres' in the UIC: 

O Academy Computes (Scotland) ixd • filatgow 0141 427 549$ 


Each of them has achieved the highest levels 
of expertise, support and training. 


The start of a great partnership is onl\ 
a phonecall away. 


O Autocmi - Corporate Computers ■ Coventry 01203 636565 
O Exdtech Computers Ltd • London 
O Instagraphic Ltd • Leeds 


01818049942 


O Key Systems • Redcfitdl 


0113 2580068 


01527 68888 


Each of them is qualified to help you integrate 
(he best ( A D products into your business 
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O Photonic Ltd • Manchester 
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ADVERTISEMENT 



I t has been a disquieting 
few days for the thou- 
sands of corporate trea- 
surers who buy the com- 
plex financial instruments 
called derivatives. 


Derivatives: responding to risk 



ta 


Big coalfield 
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Alarming instrument 

of financial change 


The environment ministry 
estimated approximately 
DMl.5bn would be spent each 
year from 1995 to fingnrg the 
project, in addition to the 
DMfibo already spent 


These events are already 
having an on treasur- 

ers, who increasingly use 
financial derivatives at least in 
a simple form. There can be 
few boards of directors, or 
chief executives, who have not 
sent urgent requests to their 
finance directors and treasur- 
ers to find out what arcane 
instruments they may have 
bought, and why. 


Ian 

and Richard 
on 

corporate 
concerns over 
derivatives 

A study by the Group of 
Thirty, a Washington-based 
However, investors do not group of senior bankers, this 
have to use derivatives to week found that managers are 
leverage investments, as some now trying to monitor their 
recent cases have shown. treasury operations more 

closely. 


Paris talks 
tough on 
breaches 
of EU law 


France's move may pose a 
dilemma for British Conserva- 
tive Eurosceptus who recently 
argued that the UK should pay 
no extra into a Brussels budget 
that is so defrauded, but who 
might bridle at the Ell reduc- 
ing national prerogatives on 
legislative sanctions. 


CSCE agrees 
to Karabakh 
peace operation 


If it goes ahead, the opera- 
tion will be the first such effort 
to be organised by the CSCE, a 
53-nation body which has 
sought to carve a role for itself 
as a small er version of the 
United Nations. 


A former chairman of the 
European parliament’s budget 
« m t n d committee. Mr Lnoas- 
Boure said It was his experi- 
ence of investigations into the 
same fraud covering several 
EU states that “some countries 
are very strict, while others 
show great gentleness, even 
complicity" towards fraudsters. 


Several CSCE members - 
including the US, and the Bal- 
tic states - remain suspicious 
of Moscow's claim to be an 
impartial holder of the ring in 
the multiple wars that have 
broken out on the periphery of 
the former Soviet Union. In 
Moldova and Georgia. Russian 
officials have made no secret of 
their sympathy for pro-Moscow 
secessionist movements. 
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Hambug rain 


If more users carried out 
complex tests on derivatives 
portfolios - such as "stress 
tests" showing price move- 
ments In conditions of market 
volatility - it would make it 
easier to avoid unwanted risks. 
Not all companies buying 
derivatives need do so. 


Brown coal, one of the main 
culprits of east Germany's 
environmental problems under 
the communists, was the ™>in 
source of energy for the 
region's factories. 





Prime minister (right), in discussion with embassador. 


However, dip- 
lomats warned that many 
points of detail woe still out- 
standing. 


Tens of thousands of people 
have been killed, and 20 per 
cent of Azerbaijan's territory 
has been wrested from govern- 
ment control, by a war which 
broke out in 1988 and has 
driven over a million people 
from their homes. 


In -a sign of Russia's 
continuing wish for freedom of 
action in the southern repub- 
lics of the former Soviet Union, 
the summit failed to agree on a 
broader document setting out 
general principles for peace- 
keeping over which diplomats 
have been wr anglin g for many 
months. 


Russia’s in the cold 


A formal protest from the 
EF t PPjpn foreign minis- 
try about human rights 
violations in Chechnya met 
with a stinging response from 
tbdr Russian counterparts. 


He accused Russia of using 
"incorrect and tactless termi- 
nology from the arsenal of the 
repressive Stalin regime”. 


Mr Oleg Soskovets, a first 
deputy prone minister of con- 
servative bent, has also critic- 
ised aspects of the privatis- 
ation programme, which had 


Mw Jea Oiy Mr 


Also seoi as gaining influ- 
ence were the shadowy figures 
whose distinction is their 
dose proximity to the presi- 
dent 


atlon programme, which had 
been hailed as the one great 
achievement of Russian 
reform. 

The Izvestiya newspaper 
quoted one of the privatisation 
agencyb employees as saying 
that they fdt a bomb was tick- 
ing in the budding. 

An ominous sign of a 
general hardening in the 
Kremlin k lhw js the tOUgh 
stance it has taken towards 
other ex-Soviet republics that 
have criticised ft n wri a n policy 
in Chechnya. 


A panel of political experts, 
regularly polled by NTV, the 
ind ep enden t television chan- 
nel, highlights a significant 
shift in the perceptions of who 
wields political power 


Russia's liberals respond 
that they accept the need for 
the state to assert itself; but 
they are nervously wondering 
what sort of state Russia is 
becoming. 


Huaneng in China power deal 

Huaneng Power International, together with Southern Electric 
International (SEI) of the US, is to build a Sl.lbn power plant 
in China's Jiangsu province. Huaneng will own 51.7 per cent of 
the plant to be built in Nanjing dty.SEI about 30 per cent, and 
local government the rest Construction of the two 600MW 
unite is to start in 1996 and finish by 1999. 


"Capital investment will account for 25 per cent of the total 
and the rest will be debt," according to a manager in 
Huaneug’s securities department But the company has still to 
readx a profit agreement with local government before a 
contract can be signed. 


"We hope they will accept Huaneng’s 
current profit scheme approved by the ministry of power 
industry, "the manager said. In June, the ministry cleared a 
price policy for Huaneng based on a 15 per cent return on net 


German consumption still weak 


Germany 


The fall against September 
thk year (seasonally cal- 
endar adjusted) was also 2 per 
cent 



Yesterday's announcement from the federal 
statistics office showed consumption has still to pick up after 
the recession. 


The decline In the first 10 months was a real l 
percent for the whole country. Department store turnover In 
west Germany, down a nominal 8 per cent, was especially 
weak. Mail order sales dropped 3 pa cent and those of super- 
markets fell 4 per cent 


■ Norway’s trade surplus in November fell to NKiSJtbn 
(£485m) against NKi&lbn in October. The trade surplus for 
November 1993 was NExSjEbn. 


■ Spain’s budget deficit narrowed in the first 11 months of 
1994 after revenues rose 4.4 pa- cent and spending c li mb ed 2.7 
per cent, said Mr Pedro Solbes, economy minister. He said 
Spain's current account deficit would be slightly above fore- 
cast for this year, at about 1 per cent of GDP, while the deficit 
for 1995 could be similar. 


Taiwan carrier to expand fleet 

Taiwan's China Airlines (CAL) plans to buy up to 10 small 
regional passenger jets for about 3400m. Models under consid- 
eration indude the Boeing 737 series, the McDonnell Douglas 
MD-90 series and the Airbus A320. CAL is considering spend- 
ing S4bn on upgrading Its fleet within the next 10 years. 


Expansion of the company's fleet of larger regional jets and 
long-distance aircraft with 350 seats or more is also under 
consideration. 


ECONOMIC WATCH 


Dutch economy bounces back 
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YOU NO LONGER HAVE TO ACCEPT IT FROM YOUR NEWS CHANNEL 


Until you see a TV news channel as comprehensive os BBC World, you don't know what you're missing. Launched across Europe today, with our unparalleled resources it provides — — — 

objective 24 hour news, on the hour, every hour. Worldwide news programmes are continually updated, combining the immediacy of television with the depth of newspapers, WORLD 
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N Ireland proposals may give Unionists veto 


By David Owen 

UK-lrish proposals for a political 
settlement in Northern Ireland look 
set to give the pro-British unionists 
an effective veto over the scope of 
executive powers to he entrusted to 
new all-Ireland bodies. 

An advanced draft of the joint 
framework document setting out the 
two governments' proposals suggests 
that no northsouth institution will be 
able to operate executive powers with- 
out the agreement of both a proposed 
Northern Ireland assembly and the 
Irish parliament 

Unionists would be expected to 
make up a majority in a new assem- 


bly. giving them the ability in normal 
circumstances to block the extension 
of such powers to an all-Ireland body. 

In a development that may further 
reassure unionists, who have voiced 
growing concern about the proposals 
in recent days, the UK government 
appears to have got its way over a 
mechanism for dealing with com- 
plaints about decisions made by the 
new assembly. 

Dublin argued that this mechanism 
should take the form of a Joint com- 
mittee of the Anglo-Irish conference. 
But tite draft Is thought to propose 
that it is up to each to sort out prob- 
lems in its own jurtsdiction- 

The two governments plan to put 


the document - now said to be 98 per 
cent complete - to Ulster's main con- 
stitutional parties for further negotia- 
tion. Mr John Major has been at pains 
to emphasise that the proposals 
would not he Imposed. 

The draft, which will be discussed 
by senior British and Irish ministers 
in London today, sets out three levels 
of power - executive, consultative 
and harmonising - which could be 
entrusted to a future all-Ireland body 
or bodies. 

But it gives no indication of how 
broad the scope of each of these pow- 
ers might be. It is understood that the 
two governments may draw up sepa- 
rate proposals of the areas in which 


they think each power should apply 
at a later date. 

Individuals familiar with the two 
governments' discussions say one 
analogy for the way executive powers 
might operate is the European 
Union's Council of Ministers, whose 
decisions do not generally have to be 
ratified by EU member-states but 
whose members are responsible to 
national assemblies. 

The harm onisin g powers envisaged 
might enable a north-south body to 
consult on whether laws north and 
south of the bonier should be brought 
into line in certain areas. Final deci- 
sions, however, would rest with indi- 
vidual jurisdictions. 


Today’s discussions in London 
between Sir Patrick Mayhew, the 
Northern Ireland secretary, and Mr 
Dick Spring, the Irish foreign minis- 
ter, are likely to focus on the key 
constitutional trade-off at the heart of 
the document 

Under this, Dublin would dilute the 
Irish government’s constitutional 
Haim to Northern Ireland, while Lon- 
don would change the 1920 Govern- 
ment of Ireland Act to enshrine the 
principle of consent 

It is still not clear whether the Irish 
government has agreed to seek to 
change article two of its constitution 
which claims the whole island of 
Ireland as its national territory. 


Latest survey of social trends shows that Britons are living longer and learning longer EdllCfltioil 

Ag eing society to stretch state’s resources provision 

A picture of MUc pointere to Hi. future DClOW 


By Andrew Adonis, 

Public Policy Editor 

Youth and retirement are 
rapidly being transformed from 
brief phases of life to experi- 
ences as long-lasting as con- 
ventional work. 

The elongation of education 
and post-work retirement are 
the most striking develop- 
ments highlighted in this 
year’s survey of social trends 
published today by the British 
government’s statistical ser- 
vice. 

The survey shows formal 
education becoming a 20-year 
affair , women giving birth 
later, mun retiring earlier, and 
men and women living longer. 

The teQ in the birth rate in 
the 1970s mitigated the 
short-term consequences: the 
ratio of children and pension- 
ers to those of working-age - 
the so-called “dependency 
ratio" - fell between 1971 and 
1992. but it is set to rise dra- 
matically over the next 30 
years. 

Of these trends, probably the 
one with the most serious 
social implications is the rise 
of the over-80s. The proportion 
of this age group in the popula- 
tion has risen by nearly 70 per 
cent since 1971. from 22 per 
cent to 3:9 per cent. It is proj- 
ected to more than double 
between now and the middle of 
the next century, when the 
1960s “baby boom” generation 
reach their 80s. 

Although typically consid- 
ered in the same breath as 
other pensioners, the over-80s 
ought to be considered as a 
separate class. They make sig- 
nificantly greater demands on 
health and social services than 
the recently retired. And the 
survey shows them to be con- 
siderably poorer the average 
income of those within five 
years of retirement is 50 per 
cent greater than that of other 
pensioners, with the over-80s 
the poorest of all 

For those bom in 1931 - 
today’s recently retired - aver- 
age life expectancy was 61.6 
years for women and 57.7 years 
for men. Women bom in 1961 
can expect to live an average 
of 12 years longer than that, 
and men a decade longer. By 
the year 2000 a new-born girl 
could have a life expectancy of 
more than 80. 

At the opposite end of the 
life cycle, education from 
“three to 23" is on the way to 
becoming the typical tale of 
youth. More than half of under- 
fives attended school in 
1992-93, compared with barely 
a fifth in 1970-71. Over the 
same period, the number of 
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Hie end of the recession has brought a 
further surge in the holiday industry. The 
number of overseas holidays taken by 
Britons is at a record high, accounting for 
more than 40 per cent of all breaks, 
Andrew Adonis writes. 

After a steady decline in the number of 
holidays taken by Britons within Great 
Britain during the early 1980s, the 
number remained stable, at about 32m a 
year, for the six years to 1993. 

In 1993, British residents took 23.5m 


Ranted hwn Imams associations, 
privately, or wtti a job or txjsnas 



holidays abroad - more than three times 
as many as in 197L 

About 16 per cent of people took two 
holidays, compared with one in eight in 
1971. For leisure at home, nearly three 
quarters of households now own a video 
recorder. 

But 1993 saw a slight decline in 
television viewing (including recorded 
videos), in spite of the Increasing 
ownership of videos, satellite dishes and 
cable systems. The average person 


88 1991 (993 
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watched 25 hours 41 minutes of television 
per week - or nearly three and 
three-quarter hours a day. 

But contrary to conventional wisdom, it 
appears the young are least likely to be 
glned to the screen. 

In 1993 the 4-15 age group watched an 
average of 19 hours 12 minutes a week, 
barely half the tally for the over-65s (35 
hours, 47 minutes) and significantly less 
than their parents in the 35-64 age range 
(26 hours, 24 minutes). 


male higher education stu- 
dents nearly doubled, and the 
number of female students 
more than trebled. 

Almost one in three 18-year- 
olds now goes on to higher 
education, roughly treble the 
proportion of 20 years ago. 

The breakdown of the tradi- 
tional family continues. Last 
year more than a quarter of all 
households - and a third of 
white households - were peo- 
ple living alone. 


The number of households 
has risen dramatically over the 
past 30 years, with average 
household size falling from 3.1 
people in 1961 to 2.4 in 1994. 

Another aspect of the break- 
down is the rapid rise in lone 
parenting. Single parents 
headed only 8 per cent of fami- 
lies in 1971. By 1992 they 
accounted for 22 per cent 
Lone parenting is almost 
exclusively a female phenome- 
non. 


While the number of male 
single parents has remained 
static at about 2 per cent of all 
families since the early 1970s, 
the number of lone mothers 
has nearly trebled, with a par- 
ticularly steep rise since 1987. 

Elongated education, later 
marriage and the rise of single- 
person households Is leading to 
later childbirth. Of women 
bom in the late 1940s, less than 
a fifth were childless by the 
age of 30; of those bom in 1962, 


more than a third were child- 
less by 30. 

The rise Of the home-owning, 
consumer society continues 
inexorably. In 1993 almost nine 
in 10 households had a tele- 
phone, washing machine and 
freezer. More than half had a 
video and/or a microwave and 
40 per cent boasted a compact 
disc player. Twenty years ago, 
less than half had a phone and 
barely two-thirds a washing 
machine. 


Radical shifts in an sectors of 
education over the past two 
decades are confirmed by the 
Social Trends report 

An Increasing proportion of 
under-fives attend school, with 
the total number in the state 
sector rising from 384,000 in 
1970-71 to 848.000 in 1992-93. 
An additional 985,000 under- 
fives had day-care places, up 
from 409.000 in 1971. 

But provision remains well 
below the government’s target 
of 100 per cent of all 4-year- 
olds. In 1991, 72 per cent of 
4-year-olds were in education, 
compared to 57 per cent in the 
US, and 100 per cent in France. 

Higher education - includ- 
ing universities and former 
polytechnics - has also seen a 
sharp increase in numbers, 
from 621.000 in 1970-71 to 
1.44m in 1992-93. This is 
mainly due to the rise in the 
number of women entering 
higher education, which more 
than tripled over the period. 

Girts also overtook boys In 
academic performance over 
the two decades, with roughly 
a third of females leaving 
schools with one or more 
A-Ievel or Scottish Higher 
qualification in 1991-92. Only 
about a quarter of males 
achieved the same leveL 

However, at university, men 
still oat-numbered women by 
two to one in science degree 
courses. 

Independent schools man- 
aged a slight increase in mar- 
ket share, rising from 6.07 to 
6.38 per cent over the 22 years 
to 1992-93. However, indepen- 
dent boarding schools have 
seen a sharp decline. While 
there were 131,000 boarders In 
private schools in 1975-76. a 
number that was sustained in 
1980-81, there were only 94,000 
in 1992-93, a fan of 28 per cent 

At 1992-93 prices, total 
spending on education has 
risen from £20.66bn in 1970-71 
to £31.5bn in 1992-93. How- 
ever, there has been no 
increase in the proportion of 
gross domestic product 
devoted to education, which 
has stayed at 5.2 per emit 

This leaves the UK ahead of 
Japan, which spends just 3.7 
per emit of GDP on education, 
and Germany (4 per cent). 
However it marginally lags 
the (5.3 par cent), and is 
well behind Sweden (6Ji per 
cent). 


Arms-for-Iraq 
report to attack 
civil servants 


ICL to name consortium partners 


By Jimmy Bums 

Civil servants in three key 
Whitehall departments shared 
part of the responsibility for 
systemic failings in the con- 
duct of government during the 
1980s, according to draft 
extracts of Sir Richard Scott's 
arms-for-Iraq report. 

Department of Trade and 
Industry , Foreign Office, and 
Ministry of Defence officials 
are criticised for failing to ade- 
quately disseminate important 
intelligence on Iraqi military 
intentions. 

In a draft circulated at least 
three months before likely 
final publication. nfflwaiR are 
criticised for a lack of coordi- 
nation and sufficient scrutiny 
in the handling of export 
licences for defence-related 
equipment in apparent breach 
of government guidelines. 

The criticism is co ntained in 
the second part of the report 
covering initially a three year 
period - from the formulation 
of the guidelines limiting the 
export of defence equipment to 
Iraq in 1984 to the middle of 
1988. when officials approved a 
series of machine tool and 
other defence-related exports 
to Baghdad. 

In the report, which names 
the civil servants responsible. 


the judge accepts that some 
officials may have had some 
justification to act as they did 
to protect intelligence sources. 

Bat the critical tone under- 
lining his narrative so far hag 
led some officials to the conclu- 
sion that the final report will 
be hard-hitting, and of consid- 
erable embarrassment to the 
government. 

The report is also expected to 
criticise ministers including 
Mr William Waldegrave, the 
former foreign office minister, 
now at agriculture and fish- 
eries, who authorised defence- 
related exports, and Sir Nicho- 
las Lyell, the attorney-general, 
who played a controversial role 
in the trial of three executives 
of Matrix Churchill a company 
accused of supplying defence- 
related equipment to Iraq. 

Mr Christopher Muttuku- 
maru, the inquiry's secretary 
said last night it would “not be 
fair" to comment at this stage. 

Whit ehall officials riaim that 
the Easter target date is unre- 
alistic and predict that the 
final report will come out in 
July at the earliest 

They believe the govern- 
ment’s best interests are 
served by having it published 
sooner rather than later so as 
to allow the storm to settle 
well before the next election. 


By Alan Cane 

ICL, the UK-based computing 
company owned by Fujitsu of 
Japan, is expected soon to 
name the members of the con- 
sortium it is leading to bid for 
a multimillion pound contract 
to automate Britain’s Post 
Office counters. 

It will include Girobank, the 
banking subsidiary of the Alli- 
ance & Leicester building soci- 
ety, and De La Rue, the secu- 
rity printer. ICL said yesterday 
that the consortium was not 
complete and that other mem- 


bers would be announced soon. 

ICL and De La Rue are 
already linked through mem- 
bership of Camelot, the consor- 
tium which runs the national 
lottery. Girobank already man- 
ages Benefits Agency pay- 
ments for the Dep artment of 
Social Security. 

Electronics Times magazine, 
which publishes details of the 
contract today, says a winner 
will be announced by the end 
of the year. The contract, 
which calls for sys tem s for the 
automation of up to 20,000 post 
offices and the benefits pay- 


ments systems, is expected to 
be worth at least £100m. 

The social security depart- 
ment last month published a 
shortlist of five companies to 
compete for the contract The 
other four are: British Tele- 
communications; Cardlink UK. 
a subsidiary of Barclays Bank; 
Electronic Data Systems, the 
computing services subsidiary 
of General Motors; and Interna- 
tional Business Machines. 

EDS has said It is associated 
with Compaq, the personal 
computer manufacturer, and 
AT AT, the US telecommunica- 


tions operator. Cardlirik’s con- 
sortium comprises Barclays 
Bank, the consultancy Arthur 
Andersen and Unisys, the US 
computer manufacturer. BT 
and IBM are refusing to name 
the members of their consortia 
at present 

The most controversial task 
for the winning consortium 
will be to implement a pay- 
ment system based on either 
magnetic striped cards or 
smart cards to replace giro 
cheques and order books and 
resistant to fraud costing more 
than 2150m ($23850m) a year. 


CAP reform urged as part 
of development strategy 


UK NEWS DIGEST 

Tory ex-minister 
to join board of 
merchant bank 

merchant bank N M Rothschild. . mk. ooo 

His appointment - at an annual salary of y *™* 

(J39.750) - has prompted fresh allegations fromthe 
party that ex-ministers are exploiting their powers of patron- 
age to secure lucrative private sector jobs. 

As energy secretary In 1990. Lord Wateham W* Wjnsffite 
for the privatisation of the regional ^ectndty rom^^- 
Rothschild was adviser to those coinpanlM. Hte 
comes as rules governing MPa' ^ 
activities are under scrutiny by a committee chaired by Lord 

^ Mr Norman i the former chancellor of the axchaquer, 

is also a non-executive director of Rothschild. . . . • | 

Lord Wakeham, who left the government at the end of 
July, is also chairman of Britain’s Press Complaints C oron as- 
ginn ff? role will be to adviss the bank’s executives tin i 
how to make presentations to officials and ministars of 
non-UK governments. . . 

Robert Peston, James Blitz and Kevin Brown, Westminster j 

Single bidder for share system , 

Tensions between the London Stock Exchange and the Bank j 
of En gland over the construction of til® new Crest system fin 
paperless share settlement in London have left the Bank rf : 
Kngfanri with a single bidder to supply a key ekanent ctf lie 


The Bank, overseeing the development of Crest, most now 
decide whether to accept the bid from Hoskyns, the UK-based 
firm owned by Cap Genlmi Sogetti of France and supplier of 
all toe Bank’s other computer systems, to become the system's 
network faculties provider or re-open the bidding process and 
risk delaying completion of the project 
Tensions have run high almost dues the Bank w as given 
responsibility for developing a new share setttehMsrf system. 
The Stock Exchange’s own project Taurus, oaDapsedtn March 
1993 years of planning and a cost of roughly £70m 
(gllLSOm) to the City. - - - 

Electronic Data Systems, a subsidiary of General Motors, 
Data Sciences, a spin-off from Thorn. EMI' following; a 

managem ent Hqymt. vgnro qhnrEHK ted along with Hosfcyns hot 

both dropped out of the bidding earitar tbte weefc Aadnnm 
Consulting, the information technology aim of the accounting 
consultancy Arthur Andersen - which abtiady mma t pn the 
Stock Exchange co mp ut ers on a faculties managemeht bate - 
also dropped out of the bidding. Alan Cane and Nomtq OAen. 

Coaches banned from fast jane 

Coaches are to be banned from the outside temwof British 
motorways with three or mere bums from January 1996 as a 
safety measure, the government announced yesterday. 

The ban win be Introduced for a trial period of tffq ywrs to 
assess its impact an sodden! statistics. MrBrian Mawhtaney, 
transport secretary, said. 

The decision to restrict Britain’s 20,000 coaches tolha slower 
lanes of motorways follows ti» introduction cf a 65Snph speed 
limit for under- European legislation. 

But the ban was condemned by the Confederation of Passen- 
ger Transport, which represents coach operators, it said 
coaches would “bunch" in .the sfowerJaneti raring an even 
greater threat to safety. _ ; ’T- 

Charles Batchelor, 7VviB3port C toT«pondent 

• " • ’ ’ • * . • • ’ .. • . • •«**. ~ . 

Sharp rise in brick sales # 

Bride sales In the UK last yearvTOre tiwhigfaeet forifiveyears 1 
as demand particularly from honsdmilders has risen sharply, 
according to figures published jrestertky by the Btetirosimant 
Department ' " v 

Sales of new homes have perfarmedbetter than sates of 
gristing houses and have been winxdng market share in a 
generally sluggish bousing market 
According to the department brick deliveries to customers 
rose by 1L4 per cent last year to &49bn the highest number 
since 1989 when bride sates were &977ba 
Annual manufacturing capacity in the industry has fallen 
from about 5bn bricks in 1988 to about 3.7hn currently accord- 
ing to the Brick Development Association. More than 5,000 
jobs have disappeared from the industry over the period. 
Andrew Taylor, Construction Correspon d ent ' . 

Carrier design ‘a disgrace’ 

Standards fin- the design and inspection of coal and ore bulk 
carriers are woefully inadequate and a disgrace to the ship- 
ping industry, a leading expert said yesterday. 

Structural failures of bulk carriers are continuing at an 
unacceptable rate and claim about 150 lives each year, Mir 
John Jubb, an independent consultant told the Institution of 

Mp^hnninal Engineer s fast ni g ht. 

Cracks in the steel used in the construction of bulk carriers i 
can open up at a speed of several hundred metres a second 
leading to the loss of a vessel and its crew without trace before 
a Mayday message can. be sent 
Tbs shipping industry, in contrast lias lacked the basic 
knowledge of the performance of the internal [design) details 
with the consequences of c ommonp lace fatigue and corrosion. 
Bulk carriers still disappear.. and there appears to he no 
fundamental response or strategy in the shipping industry,” 
Mr Jubb said. Charles Batchelor 

Eurostar train breaks down 

Sloppy maintenance rather than a design fault led to overheat- 
ing of the rear locomotive of a Eurostar high speed * Channel 
tunnel train near Brussels, the operator, European Passenger 
Services, said yesterday. 

More than 100 passengers had to change trains at Halle in 
Belgium, 60 miles from the tunnel entrance on Tuesday eras- 
ing; after the fault triggered the train’s automatic fire extin- 
guishers. Passengers arriving at London Waterloo five hours 
late were offered foil re funds. This was the second disruption 
to Eurostar since co mmer cial services started on No vember 14. 
A Londcn-Paris tram broke down in northern Fiance in late 
November. 


By Hmg Simonian, 

Environment Correspond e n t 

Britain should publish 
proposals for reforming the 
Common Agricultural Policy, 
independent cf other EU mem- 
ber states, according to the 
first report of the Panel on Sus- 
tainable Development, set up 
by Mr John Major, the prime 
minister, last year. 

The panel chaired by Sir 
Crispin Tickell, a former diplo- 
mat, says that in pursuing 
CAP reform the UK’s aims 

should include mtnimiging 
waste in farm spending and 
protecting the environment 

The panel is also critical of 


the Common Fisheries Policy 
which it says has failed to pro- 
tect fast-depleting fish stocks. 
It says member states have 
tended to pursue short-term 
strategies based on nationalis- 
tic considerations. 

Rather than waiting for a 
common EU response, the 
report calls on ministers to 
take a lead in promoting 
long-term policies for conser- 
ving fish stocks and protecting 
the marine environment. 
Among its main suggestions 
are creating an Intergovern- 
mental panel on the oceans, 
under United Nations auspices, 
to help formulate a global fish 
management policy. 


“One target would be to for- 
mulate and implement by the 
year 2000 a convention to 
secure the sustainability of the 
mari ne environment," it says. 

The panel, established as 
part of the UK response to the 
1992 Rio Earth Summit also 
tackles issues such as environ- 
mental pricing and economic 
instruments, education and 
ozone depletion. 

Sir Crispin said the need to 
take greater account of pricing 
to measure the envir onmental 
impact of products or manufac- 
turing processes was likely to 
continue as a major focus for 
the panel in preparing its next 
report due next year. 






Tory rebel MP Teresa Gonnan - who along with other Eurosceptics last 
government’s fisheries policy extending the rights of Spanish 

visited the port of Lowestoft, where she talked with trawler djpper G^S^ClMpIhi 8 
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Today’s market is clamoring for 
truly portable, global personal com- 
munications. But the costs of such a 
system - costs that will ultimately 
come out of the consumer’s pocket - 
have remained dauntingly high. Until 
today. Because today we launch the 
Odyssey™ system, a constellation of 
medium-earth orbit (MEO) satellites. 
In a world in which most people lack 
access to even basic telephone service, 
this satellite-based mobile communica- 
tion system will provide convenient, 
effective, consistent communications 
to subscribers around the globe. And it 
will do so at a price that compares 


\ 
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MEO virtually eliminates the voice delay of geostationary 
(GEO] satellites and minimizes the shadowing effect of 
buildings and ocher obstacles Chat interrupts low-earth 
orbit [LEO] and cellular systems. 


Directed antenna coverage concentrates service on land 
masses worldwide. Dual- satellite coverage provides even 
greater assurance of reliable communications. 


FROM URBAN CENTERS TO 
THE MOST REMOTE CORNERS 
OF THE GLOBE 

The Odyssey handset, essentially a 
palm-sized earth station, will operate 
in both cellular and satellite modes. 
Where terrestrial service exists, the 
Odyssey system will augment it, regard- 
less of regional or carrier compatibility. 
Where it is absent or interrupted, 
your handset will link you directly 
- and transparently - to an Odyssey 
satellite. 


A JOINT VENTURE OF TRW AND TELEGLOBE 

For more than three decades, TRW Inc. has stood at the forefront of space communi- 
cations, enjoying a worldwide reputation built on innovation , reliability and techni- 
cal excellence. Teleglobe Inc., through its subsidiaries, operates one of the world's most 
extensive digital telecommunication networks and is a quickly emerging leader in the 
global mobile arena. 

Together, TRW and Teleglobe create the drivingforce behind Odyssey. 


THE BEST VALUE FOR THE USER 

Simpler technology and faster 
start-up are scheduled to bring Odyssey 
into global service in 1999, before any 
other system. Superior service and 
minimal user cost will attract sub- 
scribers worldwide. 

RELATIVE COST OF SATELLITE SYSTEMS 











10-YEAR COST 


Licensing authority for the Odyssey 
system is expected in early 1995. Unlike 
other systems, it will use frequencies 
already allocated for this type of service 


and components derived from proven 
TRW technology. Initial start-up costs 
will be 60 percent lower than for the 
two other major systems in a recent 
study.* And Odyssey’s constellation 
price will be fixed. Estimating over a 
10-year period, replacement satellites 
for the other systems evaluated will 
give Odyssey an even more dramatic 
cost advantage. Just as importantly, 
subscriber projections indicate that 
Odyssey will offer the best value for 
the end-user. 

Today, TRW and Teleglobe forge 
a new alliance to launch Odyssey. 
For more information, please contact: 

North America & South America 

(New York) Tel.: 212 903 4267 
Europe (London) Tel.: 081 247 0123 
Asia (Hong Kong) Tel: 852 845 1008 


the adventure is just beginning 


ODYSSEY 
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TECHNOLOGY 


Worth Watching • Vanessa Houlder 



New look at 3D 
viewing systems 

Attempts to produce a 3D viewing 

system capable of displaying 
moving images have often proved 
disappointing, not least because 
the viewer usually has to wear 
special glasses or sit in a specific 
position. 

Sharp Laboratories of Europe, 
Oxford-based research arm of the 
Japanese electronics group, has 
developed a prototype display 
system that produces high-quality 
3D pictures and can be used with 
standard video and multimedia 
computer systems. 

It relies on images from two 
perpendicular liquid crystal 
display panels, using an optical 
arrangement that allows the 
viewer to see one panel with the 
left eye and the other with the 
right eye. The viewer’s brain 
fuses the two slightly different 
images into a single 3D image. 

Sharp Laboratories: UK tel 
(0)865 747711: fax (0)865 714217 


identify and modify the amino 
adds that played a dominant role 
in the reaction. 

NEC Europe: UK tel (0)71 353 
4383; fax <0)71 353 43&t 


Sweet clue to 
enzyme mechanism 

The ability to control and alter 
the catalytic properties of 
enzymes holds out the prospect of 
improving the efficiency of many 
industrial processes. NEC 
Corporation, the computer group, 
and Ezaki Glico, a Japanese 
confectionary company, believe 
they have developed such a 
technique. 

They conducted an experiment 
that successfully altered the 
structure of neopolliilanase, a 
sugar-producing enzyme found in 
starch, so it was able to produce 
30 per cent more sugar than the 
normal enzyme. 

The experimenters used a 
supercomputer to analyse the 
enzyme’s amino-add sequence, its 
3D structure and its reaction 
mechanism. With detailed 
knowledge about the part of the 
enzyme responsible for the 
catalytic action, they could then 


Infra-red gauge of 
baby’s oxygen 

Daring childbirth doctors may 
want to monitor a baby’s oxygen 
supply. It is important to obtain 
accurate information to avoid 
unnecessary caesarian operations 
or even brain damage to the baby. 

Researchers at University 
College London Medical School, 
financed by charity Action 
Research, have developed a new 
method of measuring the oxygen 
supply to the brain. 

A pair of optical fibres are 
passed through the birth canal 
and attached to the baby’s head. 
Doctors shine infra-red light into 
the brain and measure the 
intensity of the returning beam. 
The amount of light absorbed 
depends on the amount of oxygen 
in the blood’s haemoglobin. 

Action Research: UK tel (0)1403 
210406: fax (0)1403210541 


No peeking at 
the screen 

Business travellers are reluctant 
to work on laptops on aeroplanes 
because another passenger might 
catch a glimpse of confidential 
material. In coins Systems has 
introduced a screen filter which 
allows only the operator to see 
what is on the screen. 

The Secure-View works by 
etching a large number of 
concentric circles on to the 
screen, which blur the contents of 
the screen when viewed from an 
angle. Hie manufacturer claims 
this does not impair definition or 
brightness as mncfa as existing 
technology, which uses strands of 
wire behind the glass to block out 
the side view of the screen. 

Incoms Systems: UK tel (0)81 838 
0077; fax (0)81 961 4939 


Drawn to CD-Roms 
for exhibitions 

London's Royal College of Art 
believes it is publishing the first 
CD-Rom catalogue to accompany 
a contemporary art exhibition. 
The CD-Rom ’s interactivity, 
durability and compactness offers 
advantages over conventional 
catalogues, it says. 

Royal College of Art: UK tel (0)71 
584 5030: fax (0)71 584 8217 


Kobe’s devastation has shaken Japanese counter-earthquake assumptions, writes Gera rd Baker 

Japan's confidence rocked 


W hen the massive earth- 
quake hit the Japanese 
city of Kobe last week, 
the country's high rep- 
utation for counter-earthquake con- 
struction techniques took a signifi- 
cant shock. The huge loss of life 
and destruction of property sug- 
gests that Japan's efforts were inad- 
equate. For the last week construc- 
tion engineers and seismologists 
from all over the world have been 

trawling through the wreckage of 

bouses, offices, roads and bridges, 
seeking clues about what went 
wrong and how to prevent such 
destruction in future. 

The emerging consensus among 
Japanese scientists is that the 
earthquake was far stronger than 
anything the country had felt in 
modern times. Keiichi Otani. at the 
National Research Institute for 
Earth Science and Disaster Preven- 
tion. says Japanese modern con- 
struction criteria were based on the 
Great Kanto Earthquake of 1923, 
when more than 130,000 people in 
the Tokyo region died. 

Most buildings are designed pri- 
marily to withstand vertical force, 
but earthquakes generate horizon- 
tal force. In earthquake zones struc- 
tures are designed to withstand a 
stronger horizontal force. In an 
earthquake this force is measured 
as ground acceleration. In the Great 
Kanto earthquake, horizontal 
ground acceleration was 300cms- 
JOOcms per second per second fthe 
speed of acceleration per second), 
and according to Otani. Japanese 
structures were designed to with- 
stand that degree of acceleration. 
Initial measurements suggest that 
in Kobe acceleration was as high as 
800c ms per second per second. 

Many of the foreign engineers vis- 
iting Kobe in the last week believe 
the greater scale of acceleration 
does not explain the extent of the 
damage. Many structures survived 
intact while others were demol- 
ished. indicating that building 
design criteria are crucial to with- 
standing effects of earthquakes. 

There was a clear correlation 
between the age of buildings and 
the degree of damage. Buildings 
constructed after I9SI. when build- 
ing standards were amended, sur- 
vived better. Peter Yanev, chairman 
of EQE International, earthquake 
engineering consultants in Calif- 
ornia, who visited Kobe this week, 
argues that more could have been 
done to improved the safety stan- 
dard of older buildings: “A huge 
number of structures failed when 
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they need not have - buildings, 
bridges, roads, all of them could 
have been upgraded to withstand a 
really powerful shock." 

Predictably, the traditional Japa- 
nese wooden houses with heavy 
roofs collapsed, but even newer 
houses were also destroyed. EQE 
says much of the damage to these 
could have been avoided relatively 
simply. Many houses have heavy 
walls of timber strips that collapse 
under horizontal force, exacerbated 
by heavy roofs. Lighter frames with 
plywood cross-bars to distribute the 
force of the earthquake mere evenly 
would protect even wooden houses 
in severe earthquakes. 

The key to why buildings built 
after 1681 survived is the greater 
use of reinforced concrete. After 
19SI, larger a par. men: buildings 
and office blocks were built with 
stronger concrete walls and pillars. 
According to Ken: David of EQE. 
many buildings of 1960s and 1970s 
vintage collapsed because they 
lacked this reinforcement. He 




believes that reinforcing them and 
other ageing structures with extra 
concrete would be relatively simple 
and effective. This work has been 
going on in California for years 
since the 1939 earthquake." 

Some very modem bondings sur- 
vived virtually intact The prelimi- 
nary report of the Construction 
Ministry says there was little dam- 
age to any of the city's skyscrapers. 
Two reasons for this are suggested: 
that steel structures are more flexi- 
ble. and that taller buildings are 
more stable because they are 
secured on stronger foundations. In 
some cases in Kobe, “high rise 
building foundations went through 
the soft soil into the bard base 
below - , says Professor Masanori 
Hamada of Waseda University’s 
engineering department. 

The biggest headache for policy 
makers concerns the infrastructure. 
Pictures of the Hanshin express- 
way.* tipped on its side for 600m, 
bavy become a symbol of Japan's 
inadequate earthquake resistance 


measures. Ibis type of roadway, of 
which there are thousands In 
Japan, elevated above the urban 
t raffic, is built on reinforced con- 
crete pillars. The steel inside the 
pillars improves ductility, enabling 
them to flex with the earthquake. 
But that ductility creates Its own 
problems. The compression on Urn 
pillar alternates from side to side 
with the shaking of the earth 
beneath. As the steel elongates and 
bends, the concrete is confined and 
crumbles. With greater force, the 
concrete will split and give way. 

There are two ways of respond- 
ing: fitting metal jackets to limit 
the extra force by containing it; and 
inserting steel spirals or fitting steel 
rings, where some of the force is 
taken into the circular steeL In San 
Francisco, both techniques were 
used on damaged highway sections 
after the 1989 quake. In Kobe some 
columns that had been fitted with 
metal jackets during recent high 4 
way expansion were the ones that 
survived. 


M tf steel Jackets had been used the 
damage would surely have been 
much less." argues David. 

More difficult questions concern 
the damage done to the port area 
and to some new road bridges. The 
port, which was virtually destroyed, 
and several bridges which became 
detached at expansion joints, were 
built on soft iriiuvlal soil, some of It 
Tedahned from the bm. . . 

Yanev believes that the degree of 
liquefaction occurring when soft 
soil is shaken by an earthquake 
may be so great* that the issue of 
building on soft landfill may need 
to be reviewed. Bven.ff acceptable 
construction techniques on landfill 
are possible, the coat would be pro- 
hibitive. 

It is an unpalatable message for 
Japanese builders and policy- 
makers. Constrained by scarcity of 
land, many of Japan's main cities 
reach but Into the sea. Protestations 
that this land is stable enough to 
cope with a massive shocfclook hot 
lower than ever. • . ’ 
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BIOTECHNOLOGY BUSINESS NEWS 

The essential twice-monthly, global update on the biotechnology industry 

I iu technology Business News provides regular, authoritative reports of industry news, and identifies 
>and comments on emerging trends. Drawing on the worldwide resources of the Financial Times and 
with correspondents in every significant business centre of the world. Biotechnology Business News can 
be relied upon us the definitive business analysis for This burgeoning new industry. 

Twice a month, news and significant trends, with supporting statistics, are detailed and interpreted. 
Biotechnology Business News offers objective, authoritative information on major issues, including: 
Agriculture ■ Biological research products ■ Bio-pharmaceuticals ■ Company news ■ Energy ■ Environment 
Health ■ Infrastructure ■ Research ■ Patents and licences ■ Policy and politics 
■ ProducLs and marketing 
For a free sample copy, contact: 

Financial Times Newsletters. P.O. Box 3651, London SW12 8PH 
Telephone: 081 673 6666 Fax: 081 673 1335 
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Actuarial Soriccs, Benefits, Communications, Compensation, 
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Towers Perrin: 5,000 people serving clients 
through 78 offices around the world. 
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This Survey will examine the vital role good 
Credit Management plays in the recovery from 
recession. 

For an editorial synopsis and information on 
advertising opportunities please contact: 

Tel: (071) 873 3064 
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AUTOMATED ' 
RECONCILIATIONS SYSTEM 
REQUEST FOR EXPRESSIONS 
OF INTEREST , 

Expressions of interest are invited from vendors who are 
*Wf to supply Bankers Trust Australia Limited with an 
autennaerd reconriliarions system. The reconciliations 
would he in respect of various cash, -security and derivamv 
positions held in fund management portfolios. Ir is antici- 
pated chat sudi a s}-stcm will provide rhe following: 

• Functionality to supporr die reconciliation of holdings 
and movements for cash, securities and derivatives. 
Securities would include equities, fixed interest and unit 
trust holdings. 

• The ability- to store information received from a variety of 
sources in differmr formats. These would include both 
internal and external systems. SWIFT messages, telex and 
fax messages. 

• Interface capabilities with a variety of internal existing 
systems. 

• Extensive query and reporting capabilities. 

• Functionality to monitor the investigation process of 
unmatched items. 

Submissions close at 5.00 p.m. on I5th February 1995 and 
should be forwarded ro: 

Carolyn Cooke. Project Manager. 

Bankers Trust Australia Limited 
Level 15, The Chificv Tower, 2 Chiflev Square. 

SYDNEY NSW 2000. Australia. 

Fax: 61 2 259 9343. Phone: 61 2 25 9 9355. 
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All Advertisement bookings are 
accepted subject to our current 
Terms and Conditions, copies of 
which are available by writing to 
Tbe Advertisement 
Production Director, The 
Financial Times, One Southwark 
Bridge. London SE1 9HL 
Tel: +44 71 873 3000 
Fax; +44 71 873 3064 
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Cinema/Nigel Andrews 

Originality untamed 


A merican cinema has a 
long tradition of beeping 
writers and directors in 
separate slave colonies, 
hi compound one, starv- 
ing men and women sit rhafopd to a 
communal table that sags under the 
weight of a hundred typewriters, hi 
compound two dwell the visionaries 
and viewfinder-wielders: jodhpur- 
clad they walk the ground, pi^wng 
out “compositions" and malrin g 
strange framing motions with their 
hands. 

Sometimes, though, a memb er of 
one colony breaks through the 
fence and breeds with an opposite- 
sex member of the other. Result 
after nine months: Hollywood's 
worst n i ghtmare, the writer-direc- 
tor. He/she Is an egomaniac 
power-seeker. He/she - like a presi- 
dent without a congress, or in 
today's America vice versa - has no 
checks- and -balance mechanism to 
prevent the outbreak of wild, 
untamed originality. 

Look at Whit Stillman’s Barce- 
lona and Sam Shepard's Silent 
Tongue . Both are deranged by 
Hollywood mainstream standards; 
neither was funded by a major 
studio. One happens to be good 
( Barcelona ), the other bad {Tongue). 
But both reveal the kind of creative 
quirks that go AWOL In the aver- 
age Tinseltown movie, more Inter- 
ested in providing comfort than 
challenge. 

Barcelona has a lot of talk , no 
plot (or several) and a hundred tons 
of non-sequitnr. Stillman Met- 
ropolitan, that blissful comedy 
about spoilt Ivy Leaguers looking 
for love that could have been co- 
written by Woody Allen and Ranald 
Firbank. 

So could Barcelona ; with a little 
extra help from Joseph “Catch-22” 
Heller. Our heroes are American 
cousins abroad. Ted (Tayler 
Nichols) is a solemn misanthrope 
recovering from a broken romance. 
Fred is a dry qtripster-playboy in 
Navy unifor m. Hailing himse lf "an 
advance man for the Sixth Fleet”, 


he sees it as his mission to stamp 
Out airti- ATneriftflniftm in mid-1980s 
post-Franco Spain. 

There is a lot of it about A USO 
office is bombed. A radical journal- 
ist tries to steal Ted's girlfriend. 

And when Fred offers a helpful geo- 
political parable about ants during 
a party - everyone is sitting on a 
patch of grass watching the crea- 
tures - the Spaniards cry aggres- 
sively “You call us ants?!” 
intercaltural tension is one kind 
among many. The whole Him is 
about crossed wires. The two cous- 
ins are fast friends who affect! on- 


BARCELONA (12) 
Whit Stillman 


SILENT TONGUE (12) 

Sam Shepard 


SUTURE (15) 

Scott McGebee and David 
Siegel 


ONLY YOU (PG) 

Norman Jewison 


ately hate each other. (Cue pastoral 
flashbacks to the New Rn gland lake 
where child Fred once stole child 
Ted’s kayak.) The girts they date 
are mirror-reflectioxis of their own 
unpredictable, inter chang in g per- 
sonality traits; from the Aryan- 
suave blonde to the knotty, smoul- 
dering Latin. And Barcelona the 
town, lent a mazy mysterioosness 
by cameraman John Thomas, is the 
perfect city in which to lose your 
ego and identity every time you 
take them out for a walk. 

There was nervous laughter at 
the press show, as of an audience 
unaccustomed to being confro n ted 
with wit early on a Monday morn- 
ing. S tillman has lashingc of it. At 
another party - or perhaps the 
«miB one - Fred is berated by a 
Spanish guest for his country's rate 
of violent killings. "AH those shoot- 


ings!” decries the guest “Doesn't 
mean we’re more violent" says 
Fred, "just better shots.” Besides, as 
he also says, all anti- America ni«m 
has its roots in sexual impotence. 
And by the time you have argued 
your way of that, Ted and Fred 
have moved on to the next provoca- 
tion. 

How we wish Sam Shepard's 
Silent Tongue had been set In Bar- 
celona. Alan Bates (charlatan medi- 
cine-peddler) and Richard Harris 
(hirsute prairie-dweller seeking to 
buy new daughter-in-law from 
Bates, having lost the last one) 
could have wandered into a USO 
office and been blown up. Or they 
could have wandered into a conver- 
sation with Ted and Fred and been 
shut up. 

For Shepard's play - sorry, film - 
no, let us be honest, play-on-film - 
is 100 mtnntflg of fancy logorrhea 
punctuated with berserk images. 
The late River Phoenix, playing 
Harris's son, sits under a tree 
emoting at his dead wife; who oft- 
times descends from the branches 
with blanched, half-deformed fea- 
tures. Harris, having made off wfth 
Bates's second daughter, is being 
across the plains by Bates. 
And Bates is being chased, to judge 
by his performance, by the spirit of 
the late Sir Henry Irving. 

Poor River Phoenix is being 
chased by no one. Having now 
escaped Shepard’s earthly meta- 
physics, he has gone to join the 
other shepherd in the skies. There 
the dialogue will be better and the 
ai r w av es will be free of the sound 
of vast, constipated, histrionic 
metaphors - about American his- 
tory, American perfidy, American 
violence - seeking celluloid 
release. 

Suture shows what sometimes 
happens - rarely but interestingly - 
when that interbreeding process we 
mentioned takes place between 
writer and director slave colonies. 
Twins! Scott McGebee and David 
Siegel share creative credit in 
this low-budget first feature, a 



philosophical thriller about a 
semi-amnesiac construction 
worker (Dennis Haysbert) ««sinritng 
his murdered half-brother’s iden- 
tity. 

The film is piquant and preten- 
tious in equal measure. A doctor 
called Renee Descartes; lines 
like “Each man has his own jun- 
gle"; music (very hip-polymor- 
phous) by Verdi, Wagner and 
Johnny Cash; and a blithely 
disregarded, or perhaps devoutly 
Borgesian, non-sequitur in the fact 
of one half-brother's being black, 
the other white. 

Meanwhile the movie makes so 
many nods to other movies that it 
ends up looking like a Los Angeles 
oil-drilling machine. There is Fran- 


kenheimer’s Seconds for the plastic 
surgery scenes, Hitchcock's Spell- 
bound for the amnesia, and film 
noir passim for the determinedly 
“stylish” monochrome photography. 

Still, Suture is mad enough, 
baroque enough, over-the-top 
enough, to seem promising. I would 
not cut off McGebee and Siegel's 
funding wmHi I had seen their sec- 
ond movie. 

Only You is the week's sole 
release made in the approved Holly- 
wood way. One director, Norman 
"Moonstruck” Jewison, and one 
writer, Diana Drake; plus a plot so 
swimming with oldfashioned 
romance that rather than a press 
hand-out one n eed s an emotional 
tide table. 


Will pretty Marisa Tomei escape 
marriage to her fiance, a boring foot 
doctor, and meet the man she 
knows is Mr Right because when 
she was a c hild two separate 
authorities - a Ouya board and a 
gypsy fortune teller - told her his 
name? 

That is a long, breathless sen- 
tence, but so is the film. The des- 
tined man is one “Damon Bradley”. 
So Tomei, flying off to Italy for rea- 
sons we cannot pause to explain, 
meets charming, hanrisrmn* flibber- 
tygibbetish Robert Downey Jr - 
DJ3. or not DJ3.? - who says he is 
the man of her dreams. 

We must not spoil the suspense 
for you, and there is little enough to 
go around anyway. Everything that 


in Moonstruck seemed fresh and 
winning is here tritely contrived or 
tourist-Italianate. *‘Een Eetaly we 
live for pleasure, for food, for 
love . . .” says the movie’s cliche 
Italian charmer (Joaqulm De 
Almeida); and every waiter and por- 
ter, peasant and fisherman, seems 
ready to stop dead - preferably 
under the stars - to discuss life and 
love. 

For all the chaos that sometimes 
ensues when slave colonies cross- 
breed in Hollywood, at least It 
ensures that news gets around: that 
one group will manage to tell the 
other that history has moved on 
since Three Coins bi The Fountain , 
Roman Holiday and Gidget Goes To 
Rome. 



Cinderella: 
A Gothic 
Operetta 

ow here is a surprise. .For his 
latest piece Lindsay Kemp 
'offers' us' a 'modest show, 
amply staged on a imnfanal 
set, in which understatement and sub- 
tlety draw us to the truth .. . 

Only kidding. Cinderella, A Gothic 
Operetta is the usual Kemp blend of 
camp, parody and baroque excess, drip- 
ping with references and luridly staged. 
(If you are struggling to place Kemp, he 
is the one who makes Johan Clary look 
the model of restraint). Those who like 
their shows rich and strange may 
admire Cinderella; I found it indigest- 
ible and surprisingly imifluminating. 

Kemp 's intent, the programme note 
advises us, is to take the Cinderella 
story and excavate the cruelty and 
hypocrisy that he beneath it, using sat- 
ire, melodrama, cinematic and theatri- 
cal allusion to jangle your expectations. 
Grand GuignoL Cocteau and panto- 
mime collide, styles are parodied and 
plundered - attending a Kemp show is 
a bit hke walking into an overflowing 
junk shop, where exotic treasures and 
monstrous creations are piled on top of 
one another and you never know what 
you will bump into next. 

Here, Cinders is no sweet little inno- 
cent, but a mute, bestial creature 
peeping out from a mane of t an gl ed 
hair, who has been caged by her ugly 
sisters and raped by her father. The 
prince is no hsnrismne hulk, but a mad 
Ludwig figure, played by Kemp himself 
in a wild wig. This ageing buffoon 
shows far more interest in his guards- 
men than in Cinderella, but is hustled 


into marriage by Ms grim widowed 
mother. The whole thing is staged cm a 
rampant Gothic set and mimed extrava- 
gantly by the cast 

This would do for most shows, but 
this one carries on recklessly. The pal- 
ace is a corrupt Hapsburgian place, yet 
the setting is a tropical colony. While 
the prince clearly favours young 
Rupert, Cinders has her eye an Danrtini, 
a dashing young guardsman. After the 
wedding (a disappointing affair with the 
prince turning up drunk), there is a 
spot of bed-hopping, which culminates 
in Cinderella clobbering her new hus- 


band near to death as bis attentions 
remind her of her father's rape. Just as 
you are taking this on board, Dandini 
ups and throttles the prince's mum and 
a revolution breaks out Turns out he 
was a republican all along. Cinders 
saves the prince... but by this stage, 
you have no appetite for any more. 

The trouble is, you need none of this. 
The Cinderella story is cruel enough 
and politically suspect enough 
unadorned. Even a basic pantomime 
will reveal this much, and a pantomime 
usually has the added attraction of 
being funny. Here, the comedy is pecu- 


liarly laboured and clumsy and the 
arch, parodic style of performance can- 
not support the political and sexual 
baggage. It is not revealing; neither is it 
fun. 

But Kemp goes on. There are some 
nice moments - Cinderella has a won- 
derful pair of gold slippers that light up 
in the dark — and the final image of 
Cinders pushing her deranged husband 
around in a wheelchair is touching, but 
by this time, your capacity for being 
touched has been bludgeoned to death. 


Sadler’s Wells until February 4 



Theatre/Alastair Macaulay 

The Winter Guest 


W e always want - 
at one and the 
same time - to 
depend on. and to 
be independent of, other peo- 
ple: This truth is most striking 
between lovers or married cou- 
ples; but The Winter Guest, the 
tender new play by Shaiman 
Macdonald (author of When I 
Was a Girl I Used to Scream 
and Shout and Shades), shows 
the conflict between depen- 
dence and independence 
among friends and neighbours. 
There is not one adult male in 
sight. The scene is a town on 
the west coast of Scotland. 

The cast of eight comprises 
four adult women and four 
children, seen almost always in 
couples. Elspeth (Phyllida 
Law), a greying widow, talks to 
her daughter Frances (Sian 
Thomas). Frances’s teenage 
son Alex (Christian Zanone) 
starts a clumsy relationship 
with a local girl Nita (Arlene 
Cockburn). Two young boys, 
Tom and Sam. play and chat 
about the longed-for approach 
of puberty and the uncertainty 
of future employment. Two 
elderly women, Chloe (Sandra 
Voe) and Lily (Sheila Reid), 
wait for the bus and talk of 

funerals and trivia. 

Though most of the action 
occurs in Frances’s house, on 
the road outside, and on the 
icy beach, the overpowering 
Impression on everything is 
the beautiful cydorama of grey 


sea and sky. The designs are 
by Robin Don, lighting by 
Peter Mtunford. The produc- 
tion, currently in Leeds and 
due to transfer to London's 
Almeida Theatre, is directed by 
the actor Alan Rickman. 

Early on. a certain amount 
of precious contrivance in the 
writing becomes apparent. 
Chloe: “I remember shoes.” 
Lily: “I remember buses.” 
Whereupon Chloe embarks on 
a sab-MHk Wood nostalgia for 
various shoes. Wistful senti- 
mentality is much in evidence, 
too. But Macdonald's main pur- 
pose is to show how each con- 
versation runs along at least 
three separate lines simulta- 
neously, thereby deepening the 
mental scope of the play 
beyond its initially narrow con- 
fines. Sometimes she lets char- 
acters rattle on, until, within a 
single speech, they contradict 
themselves. Elspeth starts say- 
ing to Frances that she cer- 
tainly doesn’t need her, but 
she carries on to the point of 
saying "A person needs to be 
needed. And if you don’t need 
me . . . you could lie.” 

Rickman has encouraged his 
cast to make the most of this 
overlap of contrasting 
thoughts, so that the actors 
often string two, three or four 
separate sentences together in 
one breath. The preciosity and 
sentimentality of the writing 
never vanish, but they become 
increasingly submerged by 


larger issues. Chloe and Lust’s 
final scene hinges on a fall 
CMoe has just experienced 
which her think of a 

recent sermon, comparing 
humans to ephemeral dragon- 
flies. “Are we maggots in the 
slime, Lfly?” Lily reminds her 
that next week’s funeral is of 
someone they both knew: “We 
were practically in at the 
death. YouTl not fall while I'm 
here. They're all right, dragon- 
flies." 

Macdonald’s sheer lightness 
of touch here and elsewhere, is 
fine and touching. Yet the play 
ends with Sam, alone in the 
fog on the icy rocks, calling in 
fear to Tom, who is out of sight 
and earshot A poignant, 
haunting image. 

It is splendid to watch four 
of Britain’s finest actresses 
together, and the four child 
actors are almost as good. 
Elspeth is the most complex 
role, and Law is especially 
good. Rickman, who helped to 
commission The Winter Guest 
from Macdonald, shows consid- 
erable skill as a director, not 
least In pacing. Nothing rings 
false. Humour, eccentricity, 
stoicism, despair, loneliness, 
affection, playfulness, are all 
touchingly present, side by 
side by side. 


At the Courtyard Theatre, 
West Yorkshire Playhouse, 
until February 18. Thai at the 
Almeida Theatre, London N.l. 
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■ AMSTERDAM 

CONCERTS 

Hot Conosrtgebouw Tet (020) 671 
6345 

• Semiram ide: by Rossini. Ion 
Marin conducts the Royal Symphony 
Orchestra at 1 pm; Jan 28 

• The Royal Concertgebouw 
Orchestra: Valery Gergiev conducts 
Bart ok and Stravinsky at 8.15 pm; 
Jan 26, 27 
OPERA/BALLET 

Hat MuadeKtheater Tet (020) 551 
8922 

• L’Rafiana In Algeri: by Ro ssini. 
Produced by Dario Fo, conducted 
Alberto Zedda at 8 pm; Jan 26 


■ BERLIN 

GALLERIES 

Neue Nationalgaterie Tel: (030) 266 
2653 

• George Grosz, Berlin-New York: 
axhfoition of the German Dadaist 
who emigrated to the US; to Apr 17 
OPERA/BALLET 

Deutsche Oper Tel: (030) 341 9249 

• A kte by Verdi. Conductor Stefan 
Softesz, production by G6tz 


Friedrich at 7 pm: Jan 28 16 pm) 

• Ballet Evening: conducted by 
Sebastian Lang-Lessing. Nacho 
Duato, Glen Tetley and Harris 
Mandafounis choreograph works by 
Debussy, Poulenc and Stravinsky at 
7 pm; Jan 27 (7.30 pm) 

• Der Fliegende Hollander by 
Wagner. Conducted by Heinrich 
Hoil reiser, production by Gustav 
Rudolf Sellner at 7 pm; Jan 31 

• Madama Butterfly: by Puccini. 
Conductor Sebastian Lang-Lessing, 
production by Pier Luigi Samaritan! 
at 7 pm; Jan 26 (7.30 pm) 


■ LONDON 

CONCERTS 

Barbican Tel: (0171) 638 8891 

• Pierre Boulez: conducts the 
London Symphony Orchestra with 
soprano Jessye Norman and the 
London Symphony Chorus as part 
of his 70th birthday celebration. 
Music includes Berg, Bartdk and his 
own, 'Uvre pour cordes* at 7.30 pm; 
Jan 26, 29 

Festival Hnfl Tel: (0171) 928 8800 

• Handel: Messiah: Charles 
Francome conducts ihe Royal 
PhBharmonic Orchestra and soprano 
Turid Karisen, contralto Ruby 
Phflogene, tenor Hirohisa Tsuji and 
bass Hubb Claessens at 7.30 pm; 
Febl 

• Philharmonia Orchestra: 
conducted by Lawrence Foster plays 
Rossini, Paganini and Tchaikovsky 
at 7.30 pm; Jan 30 

• Royal Philharmonic Orchestra: 
with pianist EUso Virsaladze and 
conductor Yuri Temkfcanov plays 
Britten, Prokofiev and Shostakovich 
at 7.30 pm; Jan 31 

• The London Philharmonic: jazz 
meets the symphony. Lalo Schrfrfn 


conducts this fusion of classical and 
Jazz traditions at 7.30 pm; Jan 29 

• Vienna Philharmonic Orchestra: 
Bernard Haitink conducts Bruckner’s 
Symphony No. 8 at 7.30 pm; Feb 2 
Queen Elizabeth Han Tel: (0171) 

928 8800 

• The 1995 Mozart Birthday 
Concert the Britten Quartet with 
Norbert Blurrte (viola) and Leon 
McCawley (piano) at 3 pm; Jan 29 
GALLERIES 

Anthony d’Offay Tel: (0171) 499 
4100 

• Andy Warhol: early drawings by 
the artist; to Jan 28 (Not Sun) 
Barbican Tab (0171) 638 8891 

• Impressionism in Britain: the first 
comprehensive survey of the 
development of Impressionism in 
Britain. Over 200 works by over 100 
artists Including Degas, Rothenstein 
and Whistler; to May 7 
Serpentine Tel: (0171) 402 0343 

• Man Ray: exhibition of works by 
the celebrated artist; to Mar 12 
OPERA/BALLET 

English National Opera Tel: (0171) 
632 8300 

• Figaro's Wedding: in house debut 
for conductor Derrick Inouye at 7pm; 
Jan 26, 28 

• King Pram: a new production of 
Tippet's opera that opens the 
London festival - Tippet Visions of 
Paradise, to celebrate the 
composers 90th birthday at 7.30 
pm; Feb 3 

• Rfgoletto: Jonathan Miller's 
updated version of Verdi’s opera 
where the duke is a mafia boss at 
7.30 pm; Jan 27; Feb 1 

Royal Opera House Tel: (0171) 340 
4000 

• Cos! Fan Tutta by Mozart A new 
production directed by Jonathan 
MEDer. Conductor Eveline Prdd. In 


Italian with English surtitles at 7 pm; 
Jan 28, 31; Feb 3 

• Otello: by Verdi. Conductor Carlo 
Rizzi, director Elijah Moshinsky. In 
Italian with English surtitles at 7.30 
pm; Jan 26; Feb 1 

• Troflus and Cressida: by Walton. 
An Opera North production 
conducted by Richard Hickox and 
directed by Matthew Warchus at 
7.30 pm; Jan 30: Feb 2 
THEATRE 

Barbican Tel: (0171) 638 8891 

• New England: World premiere of 
Richard Nelson's new play. No 
performance 12-1 5th Dec., 
otherwise at 7.15 pm; Feb 3 
National, Lyttelton Tel: (0171) 928 
2252 

• The Children's Hour by Lillian 
Heilman, directed by Howard Davies 
at 7-30 pm; Feb 3 

National, OBvicr Tel: (0171) 928 
2252 

• The Merry Wives of Windsor: by 
Shakespeare. Terry Hands directs 
his first production at the National. 
With Denis QuDley as Falstaff; at 
7.15 pm: Jan 27, 28 (2 pm), 30 


■ NEW YORK 

GALLERIES 

Museum of Modem Art Tel: (212) 
708 9480 

• Kandinsky: Compositions: 
exhibition featuring approximately 40 
works including seven of the 
surviving 'Composition' paintings; 
from Jan 26 to Apr 25 
OPERA/BALLET 
Metropofitan Tel: (212) 362 6000 

• Cavalleria Rusticana / Pagliaccl: 
by Mascagni/Looncavallo. 

Production by Franco Zefiredi, 
conductor Christian Badea at 8 pm; 
Fab 1 


• L' Hlsir d' Amore: by Donizetti. 
Produced by John Copely, 
conducted by Edoardo MO Her at 8 
pm; Jan 28; Feb 3 

• Le Nazze di Figaro: by Mozart 
Produced by Jean-Pierre Ponnelle, 
conducted by James Levine at 6 
pm; Jan 28 (1.30 pm) 

• Simon Boccanegra: by Verdi. A 
new production directed by 
Giancarfo del Monaco. James Levine 
conducts the opening night cast of 
Cheryl Studer, Pfatido Domingo and 
Vladimir Chernov at 6 pm; Jan 26, 
30; Feb 2 

• Turandot by Puccini. Produced 
by Franco Zeffirelli, conducted by 
Nello Santi at B pm; Jan 27, 31 
THEATRE 

Jean Cocteau Repertory Tel: (212) 
677 0060 

• The Cherry Orchard: by Chekov. 

A new production directed by Eve 
Adamson at 8 pm; to Mar 3 


■ PARIS 

CONCERTS 

Champs Bysfes Tel; (1) 47 23 37 
21/47 20 06 24 

• London Symphony Orchestra: 
with soprano Jessye Norman. Pierre 
Boulez conducts Berg, Bartok and 
his own compositions at B.30 pm; 
Fab 1,2 

• National Orchestra of France: 
Charles Dutolt conducts Beethoven 
at 8 pm; Jan 26, 27 

• Viennese Philharmonic Orchestra: 
Bernard Haitink conducts Bruckner 
at 8,30 pm; Jan 30 


■ WASHINGTON 

GALLERIES 

Sadder Teh (202) 357 2700 
# A Basketmaker In Rural Japan: 


examples of all 103 designs by 
Hiroshima Kazuo, the world's 
greatest basketmaker to Jun 9 
OPERA/BALLET 
Washington Opera Tel: (202) 416 
7800 

• Semele: by Handel. Conductor 
Martin Roadman. Roman Terieckyj 
directs a Zack Brown production at 
8 pm; Feb 2 

• The Bartered Bride: by Smetana. 
Conducted by Heinz Fricke. In 
English at 7 pm; Jan 30; Feb 1, 3 

• Vanessa: by Samuel Barber. 
Director Michael Kahn, conductor 
Christopher Keene at 8 pm; Jan 26, 
29 (2 pm) 

THEATRE 

Arena Stage Kraeger The a t e r Tel: 
(202)554 9068 

• Hedda Gabler Henrik Ibsen's 
drama, directed by Liviu Ciulei and 
translated by Christopher Hampton 
at 7.30 pnr, from Jan 27 to Mar 19 
(Not Mai) 

Arena Stage, Ftehandtar Theater 
Tel: (202) 488 3300 

• Long Day’s Journey Into Night 
Eugene O'Neill's classic American 
drama, directed by Douglas Wager 
at 7 pm; to Feb 5 (Not Mon) 
Kennedy Center Tel: (202) 467 
4600 

m How to Suceed in Business 
Without Really Trying: co-production 
with the Kennedy Center. Directed 
by Des McAnuff and starring 
Matthew Broderick as J. Pierropont 
Pinch, the little window-washer 
with big corporate dreams at 
8 pm; from Jan 29 to Feb 26 
(Not Mon) 


WORLD SERVICE 

BBC for Europe can be 
received in western Europe 
on Medium Wave 648 kHZ 
(463m) 


EUROPEAN CABLE 
AND SATELLITE 
BUSINESS TV 
(Central European Time) 
MONDAY TO FRIDAY 

NBG/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage until 
14.00 of European 
business and the financial 
markets 

17.30 

Financial Timas Business 
Tonight 

Midnight 

Financial Times Business 
Tonight 





FINANCIAL TIMES 


Unlocking secrets 
of unemployment 



BOOK 

Review 


Over the past 
! 20 years, unem- 
ployment in 
the European 
Union hae qua- 
drupled, from a 
rate of less 
than 3 per cent 
in 1970 to more 
than 10 per cent today. There 
are more than iSm people out 
of work in Europe. In the UK, 
the unemployment rate aver- 
aged 3Vi per cent in the 1970s. 
rose to 9 per cent in the 1980s, 
and now stands at 8.6 per cent. 

Unemployment is the biggest 
economic challenge facing 
Europe. There is no shortage of 
official discussion. Last year 
alone brought the Detroit jobs 
summit, the Organisation for 
Economic Co-operation and 
Development unemployment 
study and the European Com- 
mission white paper on 
growth, competitiveness and 
employment. But these efforts 
will come to naught without 
new ideas which officials can 
beg, borrow or steal. Edmund 
Phelps's book is a substantial 
contribution to the analysis of 
swings in unemployment from 
one cycle to the next. 

Phelps's starting point is the 
concept of the natural rate of 
unemployment,, developed in 
the 1960s by Milton Friedman 
and Phelps himself The natu- 
ral rate is the level of unem- 
ployment to which the econ- 
omy would tend, given the 
institutional nature of wage 
bargaining and the imperfec- 
tions in labour markets. 

There is nothing optimal 
about this level of unemploy- 
ment On the contrary, policy 
can, and at the moment 
should, aim to reduce the natu- 
ral rate. The value of the con- 
cept lies in showing that unem- 
ployment can deviate from the 
natural rate only temporarily, 
when unexpected changes in 
inflation take employers and 
employees by surprise. 

For example, if nominal 
demand and inflation rise fas- 
ter than expected, businesses 
find it attractive to hire more 
labour at the current wage 
rate. If nominal demand and 
inflation fell fester than expec- 
ted. they will lay off labour at 
the current wage rate. Sooner 
or later, however, wages will 
adjust to reflect the underlying 
state of the labour market and 
unemployment will return to 


structural slumps 

By Edmund Phelps 

Harvard University Press. 1994, 
420 pages. £39.95 [$49.95) 


the natural rate. 

Although neither Friedman 
nor Phelps argued that the nat- 
ural rate was constant, empiri- 
cal studies of the US showed 
that the assumption of a con- 
stant rate did little injustice to 
the facts. But the sharp rise in 
European unemployment in 
the 1980s posed a challenge to 
their theories. It is implausible 
that unemployment remained 
high for more than a decade 
because wage bargainers had 
not caught up with the new 
commitment of governments to 
low infla tion. 

If slow adjustment of nomi- 
nal wage rates cannot explain 
persistently high unemploy- 
ment, what can? One explana- 
tion is that as unemployment 
goes np, the natural rate itself 
also rises - the “hysteresis" 
effect Unemployment reduces 
both the w illingness and abil- 
ity of the individuals affected 
to hold down a job. 

There is. however, little 
direct evidence to support the 
hysteresis hypothesis. And US 
experience contradicts it, since 
unemployment there returns 
to the previous natural rate 
after a recession. Are there 
competing explanations? 

Enter Phelps mark EL In his 
new book, Phelps argues that 
noii-monetary factors produce 
systematic changes over time 
in the natural rate. 

Central to this is his view of 
the labour market. It differs 
from most markets in that an 
unemployed worker cannot get 
a job by offering to work for 
less than the current wage. 
Even if workers are identical, 
companies will pay a premium 
to existing staff to ensure an 
adequate performance level. 

The wage that is necessary 
to re tain and motivate the 
existing staff (the supply wage) 
will, in equilibrium, be equal 
to the wage that companies 
can afford to pay given the 
demand for their products (the 
demand wage). Factors that 
raise the supply wage relative 
to the demand wage will lead 
to an increase in the natural 
rate of unemployment 
For example, taxes and bene- 


fits which reduce the attrac- 
tiveness of work will raise the 
supply wage. Higher real inter- 
est rates will lower the demand 
wage (because businesses 
make an investment when 
they hire people and incur 
training costs). A higher inter- 
est rate means that companies 
recoup their investment only if 
they can pay lower wages for a 
given state of demand for their 
products. 

So much for the theory. Does 
it help to explain higher Euro- 
pean unemployment? Phelps 
argues that much of this rise 
can be explained by three fec- 
tors: increases in taxes and 
benefits, the rise in real inter- 
est rates in the 1970s, and the 
impact of the oil price shocks. 

None of these points is par- 
ticularly novel, with the excep- 
tion perhaps of the stress laid 
on the role of real interest 
rates. But they may be of lim- 
ited value in explaining Euro- 
pean unemployment levels. 

For example, unemployment 
remains stubbornly high even 
though the oil price shocks of 
the 1970s have worn off. And 
higher real interest rates have 
not led to a rise in the natural 
rate in the US comparable with 
that in Europe. We are left 
with the old chestnut of Euro- 
pean social welfare, "rigid" 
labour markets and inflexible 
real wages. 

If the empirical relevance of 
the factors stressed by Phelps 
is. as yet, unproven, there can 
be no doubt about the value of 
the intellectual enterprise. 
Phelps integrates earlier think- 
ing on the labour market into a 
theory of the dynamics of the 
natural rate. 

Understanding the structure 
of the natural rate is the neces- 
sary first step in the design of 
measures to tackle the unem- 
ployment problem. This book 
is sure to stimulate further 
research. Some readers will 
find that the use of mathemat- 
ics fells between the two stools 
of rigour and accessibility to 
the non-specialist. But perse- 
verance will bring a wealth of 
insights into the nature of 
unemployment. 

Mervyn King 

The reviewer is executive direc- 
tor and chief economist. Bank 
of England 


T he British Treasury's 
latest monthly Com- 
parison of Indepen- 
dent Forecasts may 
not tell us much about the UK 
economy (the Treason- has 
always paid too much atten- 
tion to forecasts, its own and 
other people's). But its tabula- 
tion of how the independent 
forecasts have changed over 
the past 12 months tells us a 
great deal about the trend of 
spot economic news and the 
impact of that news on eco- 
nomic opinioo. 

All the “good" indicators 
show an upward trend. For 
instance, as 1994 progressed. 
GDP growth for 1995 was esti- 
mated at successively higher 
amounts. There has also been 
a spectacular improvement in 
the current balance of pay- 
ments forecasts for 1995 - from 
a deficit of around £12 bn to 
near balance. 

Such a change is to be expec- 
ted after a year of rapid, but 
apparently sustainable, recov- 
ery. during which growth 
reached 3.7 per cent excluding 
the volatile oil sector. The cur- 
rent balance of payments defi- 
cit confounded expectations by 
shrinking rapidly and claimant 
unemployment dropped by 1.2 
percentage points. A miracle, 
if only its elements would 
last 

Yet the recovery is a notably 
joyless one. A cartoon encapsu- 
lated popular reactions with a 
huge dole queue, in front of 
which a central banker was 
saying to an official in striped 
trousers that there was not 
enough slack in the economy. 
Indeed, market capitalism has 
never been less popular since 
the fall of the Berlin Wall. 

The proximate reasons for 
this mood are well known. 
Export-led growth may be 
what tbe economic doctors 
have offered, but its benefits 
for the ordinary citizens are. at 
best, delayed. And. although 
consumer spending is far from 
depressed in volume terms, it 
is financed in part from 
savings and made possible by 
bargain hunting from shop to 
shop. 

Nevertheless, it will not be 
in anyone's interest for the 
recovery to go up at a later 
date in a puff of inflationary 
smoke; and its speed does have 
to be watched. The policy 
framework which underlies the 
briefing for the monthly mone- 
tary meetings that the chancel- 
lor. Kenneth Clarke, holds 
with the Bank of England gov- 
ernor. Eddie George, is illus- 
trated by the second of the 
accompanying charts. The hor- 
izontal line shows normal 
capacity working. Above it 
inflation takes Dff. below it 


Economic Viewpoint 

The ‘if only’ 
UK miracle 


By Samuel Brittan 
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Gifts That Mean Business 


If you believe that the very best business accessories should be functional and affordable, tbe FT range of 
leather business gifts is sure to be of interest to you. Every FT business accessory is crafted from superb 
qualify black leather, with distinctive edge stitching and gilt corners. All are fully lined in hard wearing FT 
monogrammed pink moire silk and every FT item is fully guaranteed. You can personalise any item with 
names or initials gold blocked onto the front cover. It is that extra touch of elegance that turns a special 

business accessory into a uniquely personal one. 

The FT Meeting Folder 

Ideal for meetings and presentations this black leather organiser is 
supplied with an A* FT- pink note pad and has additional pockets 
for papers as well as a loop for holding a pen. 

Refills for the note pad arc available. 

Size: 230mm x 320mm x 2Qmm. CODE: MF 




The FT Conference Folder 

Crafted from a 
single piece of 
leather, this 
lockable folder 
contains a gilt 
ring binder for 
holding your 
papers securely, 

A4 note pad and 
a small jotter pad. There arc 
for pens and different sized pockets 
for papers and business cards so 
everything is kept neatly together. Relills 
for the A4 note pad and jotter are readily 
available. 

Size: 320mm x 254mm x 32mm. 

The FT Travel Organiser 

An orderly, effort saving 
organiser that keeps all your 
(ravel documents safdv and 
efficient!* dose to hand. 

This practical item has 
pockets for your passport 
and boarding card with 

a detachable holder for 
traveller's cheques. There 
are pockets for currencv, 
receipts and notes plus a 
detachable zipped wallet for 
loose change. (No gilt corners on this item) 
Size: 232mm x 127mm x 19mm. 


Business Gift Buyers 

Why not choose FT Diaries or Accessories for business gift 
use. Generous discounts are available when vour order 
exceeds 25 items. For a copy of our catalogue simply lick the 
box shown on the order form below. 

For a quotation today call lyn Bale 01483 576144. 


CODE: CFL 
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The FT Billfold Wallet 

This very practical wallet fits easily into a 
jacket or hip pocket. Comprises two full 
length pockets Tor hank notes and a 
secure pocket for loose change or 
keys. It is also the perfect size for 
business cards. There ate spaces for 
five credit cards and a sec-through 
pocket for an ID photo card. 


Size: (10mm x 95mm x 1 1 mm. 
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inflation should be decelera- 
ting. Suppose the trend growth 
of productive capacity is, say, 2 
to 2' s per cent per annum 
which is still the Treasury's 
best estimate (although the 
chancellor, Kenneth Clarke, 
believes it to be higher). OECD 
estimates, based on the whole 
economy, suggest that the UK 
economy is still a few percent- 
age points below the capacity 
line. CBI survey evidence, 
based on manufacturing 
alone, suggests that the 
economy is a shade above that 
line. 

If the OECD is right, it 
should be possible to have 
some years of above-trend 
growth before expansion needs 
to slow down to its underlying 
rate of between 2 and 2V* per 
cent. But obviously too rapid a 
rate of growth is counter-prod- 
uctive even before the capacity 
level is reached. Infla tion is 
sensitive to the rate of shrink- 
age of. as well as the size of, 
the capacity gap. and too rigor- 
ous a boom would pose a sharp 

re-entry problem. 

The f.2Sh estimate for the 
fourth quarter GDP should be 
reassuring. This estimate boils 
a mass of conflicting month-to- 
month indicators down into 
one number. Its message is 
that, excluding the oil sector, 
growth has been slowing down 
from the hectic rates of the 
first half of 1994: and in the 
last quarter of last year was 
down to an annualised rate of 
between T-. and 3 per cent, 
only a little above the conser- 
vative estimate of underlying 
growth. 

Where, then, are the flies in 
the ointment? First, there is an 
obvious contrast between the 
fourth-quarter GDP estimate 
showing moderating growth 
and the Confederation of Brit- 
ish Industry's January Treads 
Survey, which reports the larg- 
est actual gains in orders and 
output since 19SS. and the 
highest expected orders since 
1977. Export optimism is the 
greatest since 1973. Most 
remarkably, job expectations 
are almost neutral, in the past, 
the balance has been hparily 


Output growth may be moderating 

Quarterly growth at noa-oB OOP (%} 
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negative and job growth has 
come from outside the manu- 
facturing sector. 

The CBI results may throw 
doubt on the reliability of the 
flash GDP estimate. More 
likely, they undertoe the con- 
trast between the fortunes of 
manufac turing and the remain- 
ing four-fifths of the economy. 
This contrast may also help to 
explain the paradox of never- 
has-it-been-so-good economic 
indicators (which are prepon- 
derantly derived from manu- 
facturing) and the mood cap- 
tured in the cartoon. One 
might, however, have thought 
that the mass of doom-mon- 
gers. who have so long berated 
the performance of manufac- 
turing. might have raised one 
cheer (as they certainly 


would have done had.- a 
Labour government bOenta 
power). 

Meanwhile, there Is dearly a 
contrast between the policy 
Implications to be drawn from : 
the existence of surplus carpac- 
lty in the whole economy and 
those from looking directly at 
price data. Inflationary worries 
are difficult to brush - mM 4 
because price pi emans nre a 
reality and not just « theoreti- 
cal possibility. Producer prices 
have been rising to. the pest 
three at an annualised 

rate of nearly 4K per cent ~ 
the highest since 1991, 

although Still amarmgly low 

by the standards of most 
recent decades. The balance iff 
CBI firms expecting .to. 
increase , prices has shot up 
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ic world wide. C o m ra xa t g;. - 
prices, which ; 

only been recovering ftmeg : 
liar falls are beginning tore#* 
ter long-term gabte- 

O ne moral b that fite 
1 to 2* per to* 
inflation band (rite 
lower half bf .ifie 
original 1 to * veratOkuAk 
which chanc ellor Cfaxka now 
accepts as a targrt may betoa 

harrow to cope nb n mm 
and flows of economic fife. An 
attempt to stay too ateraily 
within that band is, li fce all 
fine tuning, liable to be data- » 
bihslng. 

Ibe British Treasury has cre- 
ated a rod for its own back by. 
accepting too quickly Md 
uncritically the Majority 
Report of the Retail Prices 
Tnrfo? Advisory Committee in 
favour of maintaining the xarts- 
eat distorted headline inflation 
Indicator, which may well rise 
to 4 per cent over the next few 
Ttyyiths frit* to- the rise in mort- 
gage rates and ends* duties. 
Not indy did -falsa economies 
lead to the fulI RPI report not 
being g i v e n to rim press; but 
the press summary did not 
- even devote a single sentence 
to my opposing minority- 
report ' ' 

Meanwhile, there is no need 
to rush into another base rate 

increase at the monetary meet- 
ing on February 2. There are 
- signs that monetary growth is 
slowing down, Hat or sHghfly - 
falling house prices - which 
' have already triggered a down- 
turn in construction orders *•' 
together with alarmist media 
.dfacusston of job uncertainties 
1 are restraining canmowr 
demand. And the Mttrtcqn 
- debacle may make interna- 
tional Investors mere risk 
averse and. thus, sggbtiy 
re str a in the world upturn . Use 
-.last UK base rate increase took 
place only on December T and 
fa effects haroatiB worked 

their way through The near 
certainty, of m upward US 
move at themed meeting the 
.day before nafatompt “Steady. 
Eddie" to a macho gesture. He 
should, howdver, resist it 
There wffl berime to consider 
a has® rate bpewe in-eariy 
March whenThere are a few 
more signposts to what has . 
-been happening so far in . 
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Paying a 
high cost 
for hubris 

From Mr Michael W. Allman. 

Sir. Is the Glaxo acquisition 
of Wellcome economically 
sound (“Glaxo in £9.4bn Well- 
come bid", January 24)? Cer- 
tainly for Wellcome, and also 
for the British (and world) 
economy in total. But not for 
Glaxo. 

Studies in the UK and other 
countries consistently show 
that shareholder value changes 
on the days surrounding an 
acquisition bid announcement 
are the best predictor of the 
future value-added of such 
deals. 

Wellcome shareholders were 
treated to an increase in mar- 
ket capitalisation of £2.4bn, 
while Glaxo shareholders suf- 
fered a decrease of £i.4bn. 
indicating a net increase of 
£lbn in total. No small amount 
of synergies to be sure. But 
why did Glaxo overpay? 

IT It had done its shareholder 
value analysis correctly, it 
would have realised that tbe 
minimum it could afford with- 
out destroying shareholder 
value was £8.05 per share. 

Once again shareholders 
must suffer from the hubris of 
our business leaders. 

Michael W. Allman, 

The Alcar Group. 

19a Cavendish Square, 

London WIM9AB. UK 


Directors’ pay: shareholders 
are being too passive 


Fran Mr Christopher Haskins. 

Sir, It is slightly mischie vous 
of Sir lan Vallance (Personal 
View, January 25) to point out 
that the cost of an executive's 
salary in the context of the 
total sales of the organisation 
is tiny. K you use that argu- 
ment to justify every item of 
expenditure you will soon be 
out of business. 

Bis four criteria are probably 
the right ones, but clearly the 
controversial one is compara- 
bility. My impression is that 
most companies strive to pay 
their executives in the upper 
quartile of market surveys - 
which is, of course, a licence 
for chronic and rampant salary 

inflating 

International comparisons 
are certainly appropriate in the 
oil industry, but I might be 
quite happy to work at a sub- 
stantial discount In Aberdeen- 
shire, Scotland, rather than 
Alaska. If I am a dairyman, or 
run the local water works, I 
don't think international com- 
parisons have much relevance. 

Sir Ian ignores the unscrupu- 
lous directors who just grab 
what they can at every oppor- 
tunity. Although they probably 
are less prevalent than a few 
years ago, they still exist 

The Institute of Directors is 
right to promote transparency 
and shareholders accountabil- 


ity, although in so doing it is 
tadtly recognising the short-: 
comings of the non-executive 
role a s propos ed by the Cad- 
bury Committee on corporate 
governance. Unfortunately, 
most shareholders prefer to 
remain at a distance inert 
on this and other corporate 
strategic issues. 

The case for greater share- 
holder commitment is over- 
whelming. 

Christopher Baskins, 

Chairman, Northern Foods, 
Beverley House, 

St Stephen’s Square, BUB, 

East Yorkshire, UK 

From Mr Peter Burton. 

Sir, In his otherwise clear 
and well-balanced article on 
executive pay. Sir Tain Val- 
lance skates too lightly over 
the effect of high levels of chief 
executive rewards cm a compa- 
ny's employees. In stating that 
the precise level of the boss's 
pay is "immaterial" to ftm, 
he puts rationality ahead of 
feelings. Does it really feel 
right if the top pay in an 
organisation is 50 or 100 times 
that at the bottom? And does it 
feel right if the man or woman 
at the top gets a rise when the 
state of the firm’s finanw^ dic- 
tates a standstill or cuts in pay 
for almost everyone else? 

It has become a cliche for tap 


managers to say "our most 
important asset fa our people". 

If they believe it let them take 
account of people's feelings! 

Peter Burton, 

AGC Consultants, 

26123 Bedford Row, 

London WClR 4 HP, UK 

From Mr Mark Lee. 

Sir, chief executives like Ced- 
ric Brown of British Gas, who 
rim. huge 'and complex busi- 
nesses, are hounded in the 
press for earning £500,000 
(“Gas chief defends pay rise" , 
January 25). Yet nothing iflw 
the same attention or outrage 
falls on barristers or senior 
m edical consultants who earn 
as much - in many cases sub- 
stantially more. 

Like Mr Brown, their work, 
in part at least, te a service to 
the .general public (and still 
partly paid by the public 
purse), Therefore, like the utili- 
ties, they have wider social 
responsibilities. Like Mr 
Brown, they are not unique, r 
nor indispensable. Unlike Mr 
Brown, they are not responsi- 
ble fra- a business on whose 
survival and continued pros- 
perity thousands, of jobs 
depend. 

MhritLee, 

21 Thames Reach, 

Ramoille Road, 

London W6 9 8$ UK 


Conclusion about UK’s 
Euro policy a ‘travesty’ 


From Mr David Howell, MP. 

Sir, Joe Rogaly describes the 
prime minister's position as 
"pumping up the anti-Brussels 
rhetoric, with not a thought 
given to stating the positive 
case for the EU" (“Major’s tri- 
ple test", January 24). 

How does he arrive at that 
conclusion? Answer, by assum- 
ing that if you are against far- 
ther European political inte- 
gration you must be 
anti-European. 

This is nonsense. Which is 
more positive - to push Euro- 
pean Integration and centralis- 
ation to the the point where 
reaction threatens to break the 
back of the whole European 
endeavour? Or to work for a 
more subtly articulated and 
flexible Europe of states in 


which national identities and 
diversities are built upon, not 
suppressed? Which is more 
modem? Which is more likely 
to endure future stresses and 
strains? 

The Rogaly approach srmwttq 
of Animal Farm language 
training - federalism, good 
(positive); confederalism, or a 
Europe of nation states, bad 
(negative); and that is the end 
of the matter. 

This Just will not do. Rogaly 
calls his highly coloured ver- 
sion of the government’s Euro- 
pean policy “a tragedy". “Trav- 
esty" woald be the more 
appropriate word. 

David Howell, 

House of Commons, 

London SWl 0AA, 

UK 


Negative idea of fatwa 


From Cameron KhasrotospahL 

Sir. 1 was surprised at the 
inaccuracy of the terminology 
used in your article “Norway 
recalls Iran envoy over Rush- 
die dispute" (January 17). You 
have translated the Islamic 
legal term fatwa as meaning 
death edict This t ranslation is 
entirely wrong and only serves 
to exacerbate the misconcep- 
tions that unfortunately evict 
between the west and the 
Islamic world. 

A fatwa is a legal opinion 
issued by a religious scholar 
based on Islamic law, and it is 
very rarely a pronouncement 
of death. A fatwa is the means 
by which the Moslem jurist 
addresses a wide range of 
social and political issues 
within the context of Islamic 
law and tradition. 

A fatwa is the interpretatio a 


of the law by a particular Moj 
lem scholar and is by n 
means universally accepted b 
the Moslem worldL ontoeem 
trary, they are often dispute 
flteong different scholars an 
schools of thought Fatwas ar 
a symbol of. the diversity < 
discourse in the Moslem wort 
and the medium throug! 
which Moslem jurists are ahi 
to extrapolate from tradition ii 
dealing with present, da; 


To translate this fa odam 
tal term in such a aggatt v e.aa 
way betrays its impo 
tones and versatility as a to 
~ and political progra 

Cjtoaun Khosrowshahl. 
Massachusetts Ave, . . " 

J VjBtengtm DC 2Q036L " . 
US 




FINANCIAL TIMES THURSDAY JANUARY 26 1995 ★ 


IS 


FINANCIAL TIMES 

Number One Southwark Bridge. London S£1 9HL 
Tel: +44 171-873 3000 Telex: 922186 Fax: +44 171-407 5700 

Thursday January 26 1995 


Putting Italy’s 
interests first 


Mr Lamberto Dim, the new Italian 
prime minister, wan a parliamen- 
tary vote of confidence yesterday 
by the apparently comfortable 
margin of 302 votes to 39. How- 
ever, in reality, Mr Dim's position 
is extremely precarious. Mr Silvio 
Berlusconi, leader of the conserva- 
tive Freedom Alliance, whose dep- 
uties abstained, seems to have 
opted to keep Mr DM in power 
simply for as long as It suits his 
own interests. 

Mr Dini, formerly Treasury min- 
ister In Mr Berlusconi's govern- 
ment, heads an administration 
entirely composed of non-politi- 
cians. He aims to pass emergency 
reforms, above all to prune public 
spending chang e ifra electoral 
law, and then resign to pave the 
way for new elections. Mr Dini’s 
success is far from certain. In a 
sense, ins sole source of strength 
is his weakness, sin«» the Twain 
factor that may main tain his gov- 
ernment is the realisation that , if 
he riinmld fall, Italy’s flifflmlHas 
would become truly desperate. 

Mr Dini owed yesterday's vic- 
tory to Mr Berlusconi’s apparent 
reasoning that he would damage 
his own political position by vot- 
ing down immediately one of the 
few heavyweights in his former 
administration. However, by 
declaring he would tolerate Mr 
Dini’s premiership only issue by 
issue, and sticking to demand 
far early elections, Mr Berlusconi 
hag underlined how Mr Dini’s sur- 
vival hangs on a thread. 

Mr Dini yesterday needed the 
support of the former communist 
Democratic Party of the Left (PDS) 


as well as that of the Northern 
League, Mr Berlusconi’s former 
coalition partners. Since PDS 
opposition was one of the main 
reasons why Mr Dini's plans for 
lower pensions entitlements 
foundered last November, the new 
prime minister can hardly count 
on solid harking from this quarter 
for tough budgetary cuts. 

Yesterday a report from the 
Organisation for Economic 
Co-operation and. Development 
underlined that action to curb 
Italy’s “high anrf spiralling public 
debt” is becoming more urgent all 
the time, even though output 
growth, inflation and current 
account are all better than expec- 
ted a year ago. 

On the evidence of yesterday’s 
parliamentary vote, assembling a 
majority to restore order to Italy’s 
public finanrea and credibility to 
its government will be enor- 
mously exacting. Italians hoped 
last March's elections would pro- 
duce a new breed of politicians 
with the steadfastness to guide the 
country out of crisis, yet parlia- 
ment's capacity to make the right 
decisions has remained painfully 
inadequate. 

Much dp ppndc still on the busi- 
nessman-turned-politician from 
whom so much was expected last 
spring. It may be too much to 
hope that Mr Berlusconi will put 
his country's interests ahead of 
his own by wTirng on his deputies 
to give solid backing to Mr Dini's 
reform efforts. Yet unless this sup- 
prat is forthcoming, Italy’s unsta- 
ble circumstances will become 
much worse. 


Armed struggle 


The cu rre nt swirl of rumour that 
British-based Westland may be 
about to losean order for Royal 
Air Force transport helicopters to 
the US manufacturer Boeing may 
lath substance. But, at the very 
least, it is another hint that Euro- 
pean defence contractors are hav- 
ing a hard time beating off US 
comp etition. As the British order 
for 25 Lockheed transport aircraft - 
before Christmas showed, hard- 
pressed European defence minis- 
tries and treasuries are finding it 
difficult to justify funding the 
development and production of 
new defence equipment when 
advanced American equipment 
may be had cheaply off the 
shelf. 

In Westland's case, special fat 
tors may yet swing the decision in 
the company’s favour. Westland 
has good export prospects for the 
aircraft which would be blighted if 
its largest potential home buyer 
rejected it Perhaps more impor- 
tantly, the government more or 
less committed itself to buying the 
EEQ01 when it placed the devel- 
opment contract in 1967. 

Yet even if the EH101 does even- 
tually win an order from the RAF, 
the main reason for concern - its 
cost - does shed light cm the diffi- 
culty of maintaining a European 
defence base. Compared with the 
US, Europe’s arms industry is 
small and fractured. That leads to 
shorter production runs, higher 
overhead costs and less efficient 
spending of research and develop- 
ment funds than is achieved in the 
US. The result is that Europe pays 
proportionately more for a less 
effective defence. 


As the peace dividend squeezes 
defence budgets, the pressure an 
European companies will increase. 
The current struggle over the 
choice of a US or European attack 
helicopter for the Netherlands, 
and the debate over transport heli- 
copters for the RAF, would have 
been quickly resolved in favour of 
the home teams a decade ago. 
Now they are finely balanced. 

There are signs that European 
politicians and businessmen are 
beginning to tackle the problem. 
For example, Mr Henri Conze, 
head of French arms procurement, 
Mr LouiB Gallois, chairman of 
Aerospatiale, and Mr Roger Free- 
man, the British defence procure- 
ment minister, have all argued 
that change must come. Yet thus 
far the language- is tentative. 
There is much talk of joint ven- 
tures on future weapons, and little 
discussion of rationalisation 
now. 

While the practical problems of 
rationalisation are huge, such a 
gradualist approach may not be 
sufficient, given the speed with 
which US manufacturers are pene- 
trating the European market If 
European defence manufac turers 
are to continue to deserve the sup- 
port bf European governments, 
they must move quickly to cut 
their cost bases and duplicated 
effort Politicians, for their part, 
must oil the wheels of the process 
and not stand on sovereignty 
unnecessarily. Economics already 
argues for a buy-American policy 
in Europe. If arms makers do not 
change that calculation by hang- 
ing together, they will assuredly 
hang separately. 


Clinton’s lessons 


hat has President Bill Clinton 
amt from his first two years in 
See? The answer be gave to that 
restion in Tuesday’s State of the 
txion message was lengthy, but 
thereat He has recognised his 
istakes, and claims to have 
amt from them. In truth, how- 
ler, his chances of winning a sec- 
id term depend more on the 
epublicans than on Mr Clinton. 
One aspect of the speech - its 
ngth, a full SI minutes - gave 
He sign of a reformed president 
et in other, more important, 
spects, the Republicans' land- 
ide in November had clearly left 
s mark. The main lesson that he 
is learnt Is to be pragmatic. 
Some in the administration have 
gued that he should take his rel- 
ive impotence as an opportunity 
appear bold. Since even moder- 
e proposals are unlikely to be 
lacted, they argue, why not 
ake more ambitious gestures? 
ie proposals he outlined late last 
ar, for a “Middle Class Bill of 
gilts", were an uneasy compro- 
ise between these arguments 
id more conservative voices. Yet 
e lack of specific proposals in 
lesday's speech indicates a 
owing reluctance to spend time 
l detailed programmes that are 
lamed to fan, radical or other- 
ise. ' 

An often-mentioned exception to 
is approach might have been 
reign policy, the traditional 
main of presidents. Yet this, 
o, was conspicuous by its 
isence. Apart from a brief 
dorsement of the Mexican $40bn 
m guarantee package, Mr Clin- 


ton did not take the opportunity 
to stake out his turf as a foreign 
policy president 

Again, this is partly a reflection 
of his weakened position. Regard- 
less of whether be would like to 
concentrate on taking the lead in 

foreign policy, it is for from dear 
that it is open to him. As the bat- 
tle to pass the Mexican package 
shows. Senator Jesse Helms, new 
chairman of the Senate Foreign 
Relations Committee, seems deter- 
mined to keep the president on an 
unusually tight rein abroad. 

Yet the neglect of foreign affairs 
was linked to the other key de- 
ment of Mr Clinton’s speech: a 
dete rmina tion, on core domestic 
issues, not to allow his mandate of 
1992 to be entirely eclipsed by that 
of 1994. He cannot veto a constitu- 
tional amendment to balance the 
federal budget, which he opposes, 
but he will stop measures to 
reverse his past efforts, such as 
the 1994 crime bOL And although 
wfiling to work with the Republi- 
cans in many areas, he vowed to 
draw the line at measures that 
benefited the rich at the expense 
of .the working and middle classes. 

There may be scope here for a 
workable co m p ro m i se between Mr 
Clinton and the new Congress. As 
he noted, both can agree that the 
electorate voted for “change" in 
1992 and 1994. Judging by Tues- 
day’s speech, they now disagree, 
however, on the scope for deliver- 
ing chang e in anything but mod- 
est doses. If the new rightwzng 
revolutionaries on Capitol Hill 
ignore this foot, Mr Clinton could 
yet recover. 


Pulled in all 
directions 

Turkey is caught up in economic and 
political crises that the rest of Europe 
must not ignore, says Edward Mortimer 



worker encountered last week in a 


W hat is to be done 
about Turkey? For 
west European 
leaders - anxious 
about Algeria, bog- 
ged down in Bosnia, harassed on 
the home front, rattled by Russia, 
uncertain of US intentions - that 
may not seem the most urgent ques- 
tion of 1995. But Turkey stands at 
the intersection of many if not all 
these other crises, and has entered 
the new year floundering in multi- 
ple crises of its own, all of which 
are getting worse. Already a nag- 
ging ache, it could become one of 
Europe’s most painful trouble spots 
before the year is out 
Most immediate and obvious is 
the economic crisis, dramatised by 
figures released this month. Whole- 
sale prices rose by 149.6 per cent in 
1994, and consumer prices by 125.5 
per cent - both figures the highest 
ever recorded - while gross domes- 
tic product foil by 6 per cent in the 
first nine months of the year. Yet 
Turkey's population is growing at 
12 per cent annually. Unemploy- 
ment is rising, and the loss of pur- 
chasing power for those employed 
in Turkey’s bloated public sector 
has been drastic. 

In the south-east of the country, a 
war between the Turkish state and 
Kurdish separatists is costing an 
estimated $8bn to SlObn a year - 
between 30 and 35 per cent of gov- 
ernment revenues. It is also poison- 
ing Turkey's domestic politics and 
increasingly its foreign relations. 

In November alone, according to 
Turkey's independent Human 
Rights Association, 383 people were 
billed in political violence, 21 of 
the m under torture or in custody. 
Forty-one Kurdish villages were 
forcibly evacuated by the security 
forces. The association published a 
list of 105 “politicians, intellectuals 
and scientists" in prison at the pd 
of the month. — charged with crimes 
of opinion rather than direct 
involvement in violence. 

Any expression of support for 
Kurdish separatism. Dr even Kurd- 
ish autonomy within Turkey, is lia- 
ble to get its author arrested. Mean- 
while the Kurdistan Workers' party, 
the PKK, has begun to extend its 
terrorism into the cities of western 
Turkey, where many Kurds now 
live, and ri gns of an anti- Ku rdish 
harkiaeh awmnp ethnic Turks have 
begun to appear. 

Not surprisingly, this state of 
affairs attracts attention abroad, 
especially among liberal west Euro- 
peans. Turkey is in danger of fining 
the position vacated by South 
Africa as pimchball of the European 
left Thus the country’s human 
rights record is seriously aggravat- 
ing its third major crisis, over rela- 
tions with the European Union. 

Turkey was already bitter at 
being shunted aside in the queue 
for full EU membership by ex-com- 
munist states, fonjnriing' its neigh- 
bour Bulgaria, once merely a prov- 
ince of the Ottoman empire. Now 
the country finds even its customs 
union with the EU, planned for the 
end of this year, being blocked by 
Greece. 

Greece of course has its own axes 
to grind against Turkey, most nota- 
bly over Cyprus. But the Turkish 
government had been counting on 
bigger European states to persuade 
the Greeks that the customs union 
- which Turkey believes is a legal 
obligation arising from its 39-year 
association agreement with the EU 
- must go ahead. West European 
leaders showed little appetite for 
this task, however, after Turkey's 
state security court sentenced eight 
MFs from the pro-Kurdish Democ- 
racy party, the DEP. to up to 15 
years’ prison on December S. 

No decision on the customs union 
was taken when Turkey’s foreign 
minis ter, Mr Murat Karayalpin, met 
his EU counterparts in Brussels on 
December 19, except to schedule a 
further meeting for March 6. Tur- 
key was in effect given two and a 
half months to cle a n up its act. 

Tm unhappy with the situation," 
says Mr Karayalpin, to whose 
Socia l-Democratic People's party 
CSHPJ the DEP was formerly affili- 
ated. He points out that there is a 
right of appeal to a higher court, 
and also to the European Court of 
Human Rights in Strasbourg, but 
insists the government itself is pow- 


erless to influence the judicial pro- 
cess. Next week, Mr Karayalpn will 
meet his British, French, German 
and Italian colleagues in London, in 
an attempt to break t he stalemate 
before the March meeting. 

All these crises are aggravated, 
and Turkey's ability to resolve them 
is jeopardised, by a crisis of its 
political system. There are two con- 
servative parties, with broadly simi- 
lar liberal economic policies, which 
between them could command a 

comfortable majority to pai-Ha-iw^ t, 
and which agree in principle on 
four central Issues: privatisation, 
economic stabilisation, the customs 
union with the EU, and “democrati- 
sation", which means introducing 
foil freedom of speech and associa- 
tion and getting rid of the last ves- 
tiges of military rule. But these two 
parties have so Car been unable to 
cooperate, let alone merge. The bit- 
ter personal rivalry between their 
founders - the late Turgut Ozal, 
who died in 1993, and his successor 
as president of the republic, Mr 
SQleyman Dexoirel — fia* been car- 
ried an by the present party leaders. 

Since 1991 the Mother land party 
(ANAP) founded by Ozal has been 
in opposition, while Mr Demirel’s 
True Path party has governed in 
coalition with the SHP. The result - 
first under Mr Demirel hims elf a nd 
then, since he was elected president 
an Ozal's death, under Mrs Tansu 
Oilier - has been a government of 
near paralysis, tainted by scandal 
and more and more unpop ular 

Only last April, after suffering a 
collapse of the cu r ren cy and stag- 
gering through mid-term local elec- 
tions, did the coalition find the 
courage to introduce a stabilisation 
programme which its economic 
advisers had been urging on it ever 
since it came to power. Mr Demirel 
still refuses to admit that such mea- 
sures should have been taken under 
his premiership in 1992 - a year 
when, according to him, “there was 
no trouble in Turkey". 

Mrs Ciller's coalition may well 
not survive a congress this weekend 
at which the SHP, her social demo- 
cratic partner, is to unite with 
another leftwing party. The pro- 
posed new party is widely expected 
to replace Mr Karayalcin with a 
more hardline leftwing leader. 
According to one of her closest 
advisers, Mrs (Slier is resigned to 
the break-up of the coalition, but 
intends to soldier on as leader of a 
minority government 

Mr Mesut Yllmaz, the ANAP 
leader, insists on early elections in 
the autumn as his price for joining 
the government. Mrs Ciller is 
unwilling to pay this price, believ- 
ing that imminent elections would 
be incompatible with the confidence 
and stability needed for her auster- 
ity package to work, and that cross- 
party support can be mustered for 
the reforms on which she and Mr 
Yllmaz are in broad agreement Yet 
lew outside her immediate entou- 
rage believe this strategy will work, 
or give Mrs Ciller any serious 
chance of staying in office beyond 
the autumn, whatever she does. 

A general election, due by late 
1996, is thus widely expected by the 
end of 1995. President Demirel him- 
self points out that no Turkish leg- 
islature has served the full five-year 
term accorded it by the 1982 consti- 
tution. But an election in present 
circumstances could bring to a heed 
probably the most profound of all 
Turkey's crises, which is the deep 
split in the country between secu- 
larists, devoted to the legacy of the 


republic's founder, Mustafa Kemal 
Atatflrk, and those who seek to 
reassert the centrality of Islam in 
Turkish politics and society. 

The Ref ah or Welfare party, 
which expresses the latter aspira- 
tion, is currently in the lead in opin- 
ion polls, with up to 25 per 
cent support. Since last March’s 
local elections, it has administered 
the two largest Turkish cities, 
Istanbul and Ankara. 


Algeria, albeit 
geographically 
further off, now 
casts a longer 
shadow over Turkey 
than Iran does 


Power at municipal level has 
brought Refeh its share of scandal, 
with accusations that funds col- 
lected for Bosnian Moslems have 
been embezzled, but these do not 
seem to have dented its image as 
the only radical and untried alter- 
native to a corrupt and bankrupt 
establishment “We’ve tried all the 
others, why not try them?" asked a 
young unemployed construction 


Cappadocian village, who in the 
next breath disclaimed any personal 
interest in religion. 

The fact that such disgruntled 
voters are turning to an avowedly 
Islamic party implies, as does the 
muffled debate about a separate 
Kurdish identity, a crisis of legiti- 
macy for the 70-year-old republic. 
Until recently, AtatOrk’s heritage 
effectively ruled out any question- 
ing of either nationalism or secular- 
ism as basic ingredients of moder- 
nity. Religion was firmly 
subordinated to the state, and no 
language or identity other than 
Turkish was admitted. But the very 
success of modernisation, especially 
since the 1980s when almost the 
whole of Turkey’s economy and 
society was opened up to global 
influences, made it impossible to 
contain Turkish politics within this 
ideological straitjacket any 
longer. 

Turgut Ozal who as prime minis- 
ter from 1983 to 1989 had pushed 
forward this climactic stage of mod- 
ernisation, used his last presidential 
years (1989-93) to give discreet 
expression to alternative identities 
which earlier stages had so ruth- 
lessly suppressed. He publicly recal- 
led a Kurdish-speaking grand- 
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Polka 

dottiness 

■ When is a resignation not a 
resignation? When it happens in 
Warsaw. Take foreign minister 
Andrzej OlechowskL He first 
resigned last October, then 
suspended his going until the end of 
1994. Then he said he would leave 
on new year's day. 

Whereupon he said he was 
definitely going in the middle of 
January, even getting prime 
minister Waldemar Pawlak and 
president Walesa to agree to let him 
go. Then Walesa changed his mind 
and refused to accept the 
resignation. So Olecbowski is still 
looking after foreign policy. 

Promising to join Olechowski in 
limbo is Zen an Smolarek, Poland's 
chief of police. Andrzej 
MflczanowaM - interior minister - 
said that Smolarek will resign this 
week. Wait a minute; didn't 
Smolarek already resign, in 1994? 
Indeed he did. Then he handed in 
his notice after newspapers accused 
him of turning a blind eye to 
corruption in the police force of the 
city of Poznan. 

Smolarek said he couldn't stay 
an, after such smears. But a lengthy 
search for a successor - punctuated 
by another attempt by Smolarek to 
resign - ended in Pawlak asking 
him to carry on. Which he did. 

Now MilczanowsM says that he 
has discovered that Smolarek tried 
to influence witnesses in the 


investigation which followed the 
initial, newspaper reports. Smolarek 
must go, says MficzanowskL 
President Walesa agrees. But prime 
minister Pawlak says he has more 
pressing concerns than resolving 
Smolarek’s fete. 

Oh. go on then - get your feet 
under the desk again. 


WHO wants it 

■ Wanted: experts in public health, 
sociology, development economics, 
demography and environmental 
sciences, for well-paid jobs with the 
World Health Organisation, in order 
to assist in establishing a new 
international medical research 
centre. Must be flexible self-starters, 
and highly qualified. 

Must also be prepared to consider 
living in temporary rubble-strewn 
conditions and not mind too much 
about the threat of earthquakes. 

For the research centre is going 
to be situated tn the Japanese city 
of Kobe. WHO’s executive board - 
spurred on no doubt by its 
director-general Hiroshi Nakajima, 
who is Japanese - approved the 
plan after Kobe authorities 
confirmed they still wanted it. Start 
queueing now. 


Holiday relief 

■ Which is the hardest working 
nation in the world? 

According to New York bankers 
JP. Morgan, the title goes to the 


People’s Republic of Congo. Since 
1918 Morgan has been publishing its 
“World Holiday and Time Guide", 
which it sends to customers instead 
of Christmas cards. 

It records that the hard-pressed 
workforce in the Congo gets only 
five public holidays a year and the 
country’s banks open at 020am. 


Absurd theatre 

■ Thespian torments In Milan, this 
time off-stage, where a prosecuting 
magistrate has called for a two-year 
jail sentence fra 73-year-old Giorgio 
Strehler, one of Italy’s best-known 
theatre directors. 

Strehler and three officials of 
Milan 's famous Piccolo Teatro are 
accused of siphoning off over L700m 
from European Union funds, 
intended for training young actors. 

The prosecutor alleges some of 

the cash was pocketed by Strehler 

et of, while the rest found itself 
assisting the overstretched balance 
sheet of the theatre itself. Strehler 
and his colleagues deny the 
allegations, which first surfaced in 
1992. Judgment should be given in 
the next few weeks. 

Strehler has adopted an 
Tnsnnniant attitude towards the 
trial; he only appeared far the first 
round of questioning and didn’t 
turn up for the trial itself. But he 
can probably afford it, for his 
professional reputation seems 
unthreatened; big names of 
European theatre, including Peter 
Brook, have rallied round with 


messages of support 
And while the trial has played to 
near-empty houses, Strehleris own 
production of Marivaux's Lite des 
esclaves is a sell-out at the Piccolo. 


Mine's a XXXX 

■ For those of you that don't know, 
today Is Australia Day when, “in 
Australia, most people will spend 
the day in the sunshine: barbies 
will be lit several tons of snags 
(sausages) cooked and thousands of 
cans of Foster’s drunk . . .”. 

Ah yes, the joys of the 
promotional hand-out The brewer 
Foster's has sent out a can of its 
lager and an Australian 
phrase-book, in the vague hope of 
getting an endorsement from not 
just Observer but, no doubt 
hundreds of other hacks. 

Apparently the brew is very 
popular in such New South Wales 
places as Coonamble (aboriginal 
pronunciation is gunambU, meaning 
“full of excrement") and Bundarra 
(aboriginal version is bundaarra or 
“place of kangaroos"). 

Cheers, me old amster - an 
“old-fashioned word for a person 
who tries to drum up business 
outride a sideshow". 


Grave thought 

■ Latest President Clinton fake. 
Bring president is like naming a 
cemetery. You have a lot of people 
under you but no one listens. 


mother, and seemed at the time of 
his death to be nudging the notion 
towards acceptance of Kurdish 
political identity in some form. Sim- 
ilarly, while clearly no fundamen- 
talist, he displayed a reverence and 
affection for Tdam which his prede- 
cessors had eschewed, and hinted 
that the late Ottoman caliphate 
might not have been quite as back- 
ward or obscurantist as Kemalist 
orthodoxy had painted it. 

Such inusings provoked deep anx- 
iety among a Turkish elite which 
had thoroughly espoused secular- 
ism, especially women's emancipa- 
tion, and which desperately feared a 
relapse into fundamentalism. The 
rise of Refeh. an opportunist and 
outwardly moderate Islamic party 
with a fundamentalist hard core, 
has. raised that anxiety almost to 
panic level. In the view of one west- 
ern diplomat: “The Kemalists [fol- 
lowers of AtatUrk] are as much part 
of the problem as the fundamental- 
ists." The problem in his view is not 
so much the danger of an Iranian- 
style Islamic revolution (a remote 
contingency) as that of a deep polar- 
isation of Turkish society rendering 
democracy no longer workable. 

Iran is a neighbour, but its Shia 
revolution offers no model for Tur- 
key, where S unni Islam has always 
been dominant. (Turkey's Shia 
minority, known as Alevis, are in 
feet the most fervent devotees of 
secularism.) 

A lgeria, albeit geographi- 
cally further off, now 
casts a longer shadow 
over Turkey than Iran. , 
In December 1991 the 
Islamic Salvation Front (FIS) won a 
plurality of votes in the first ballot 
of an Algerian general election, 
which it would have converted into 
a majority of seats in the second 
ballot. The army stepped in and 
cancelled the vote. At the time, 
much of the westernised Algerian 
elite breathed a sigh of relief. Three 
years later, the country is mired in 
a barbaric civil war. 

Would the Turkish elite and 
armed forces make the same mis- 
take? Of course, they hope not to 
get to that point. One thing Mrs 
Oilier and Mr Yllmaz agree on is 
that a new electoral system should 
be introduced to ensure that all sec- 
ular parties moke common cause 
against Refeh. Ironically, the sys- 
tem they favour is the same two- 
ballot, single-member constituency 
one that would hare handed victory 
to the Algerian FIS. 

Others, less enamoured of elec- 
toral gimmi cks, believe Refeh can 
stm be defeated if another alterna- 
tive to the prevailing corruption 
and chaos is offered. On the left, Mr 
Bfllent Ecevit, three times prime 
minister in the 1970s, has gained In 
popularity by holding aloof from 
the present coalition and is trying 
to raise the banner oT a revived 
Kemalism. So is Professor MQmtaz 
Soysal. who recently resigned as 
foreign minister and is now a candi- 
date for the leadership of the 
reunited left But they are on bad 
terms with each other, and both, 
when interviewed earlier this 
month, seemed to ding to an old- 
style statist socialism which is 
scarcely credible in the 1990s. 

More interesting is the New 
Democracy party, formed last 
month by Mr Cem Boyner, a charis- 
matic 39-year-old textile magnate. 
With a touch of populism, he prom- 
ises to end the war in the south- 
east, break up the parasitical public 
sector, and introduce a genuine sep- 
aration of religion from the state 
along the lines of the US First 
Amendment Mr Boyner, shrugged 
off by worldly-wise Ankara pundits 
as a typical Istanbul smart-aleck, 
retorts that it is he, not they, who is 
in touch with the real public opin- 
ion erf modem Turkey. 

Time will tell hut time is short. 
For the moment, Refah is still rid- 
ing the groundsweD of public anger 
against a political class that seems 
content to fiddle while Turkey 
burns. President Demirel, the 
armed forces, and the European 
Union may all soon find themselves 
facing a Turkish parliament in 
which Refah is the dominant force. 
They would then have to decide 
whether cohabitation or confronta- 
tion involves the greater risk. 



100 years ago 

Governorship of Victoria 
Melbourne: The action of the 
Legislative Assembly in reducing 
the salary of the Governor from 

£JO.OOO to £5.000 ... is likely to 

cause serious trouble. The 
Premier, Mr George Turner, has 
decided to move the reversal of 
the vote firing the salary of 
future Governors at £5,000 with 
-the object of making it £7,000, 
which it is understood would be 
* acceptable to the Cokmial Office 
authorities. 

' American Bond Forgeries 
•Edwin Quigley, the New York 
stoc k broker who was recently 
arrested cm a charge of forging 
. City bonds for a large amount, . 
was yesterday sentenced to 15 
years' imprisonment. 

years ago 

Banknotes called in 
The Bank of England is 
empowered to caE in its • 
banknotes for £5 and upwards by 
a new Order in Council adding a 
Regulation to the Defence 
(Finance) Regulations 1939. [The 
afraj is to curb the activities of 
“black marketeers” and the mrin- 
. effect wifl.be the isolation of the 
substantial amount of larger' 
■denomination notes which are 
.stm held abroad. 
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Dini government takes 
a shaky grip on power 


By Robert Graham in Rome 

The government of Mr Lamberto 
Dini, the first postwar Italian 
administration composed entirely 
of non-politicians, yesterday won 
a parliamentary vote of confi- 
dence based on piim ning a lim- 
ited agenda. 

The approval, secured only 
after many MPs abstained from 
voting, was given in expectation 
that the technocratic administra- 
tion would give priority to tack- 
ling the country's public 
finances. 

The vote in the chamber of dep- 
uties followed the abstention of 
most of the outgoing rightwing 
coalition led by Ur Silvio Berlus- 
coni but was supported by the 
centre and left parties, with the 
exception of Reconstituted Com- 
munism, the former Communist 
party, which voted against 

Although the fhianriai markets 
had expected Mr Dini, the former 
director-general of the Bank of 
Italy, to survive the vote, the lira 
weakened slightly. This reflected 
concern over the difficulty the 
gove rnment may have in dealing 
with a fractious parliament 

Mr Dini now finds himself 
openly backed by those who were 
the main opponents of the Ber- 
lusconi government in which he 
was treasury minister. The oppo- 
sition, led by the former Party of 
the Democratic Left (PDS). voted 
for Mr Dini to prevent early elec- 
tions sought by Mr Berlusconi 




Dini: secured limited approval in 
parliamentary vote of confidence 

a nd Ms Tnafn ally, neo-fascist 
MSI/Natioual Alliance. 

Mr Berlusconi's supporters in 
the former coalition refused to 
endorse the new government, but 
eventually decided not to risk a 
split in its ranks by voting 

3g2rfnsfc. 

Party moderates had argued 
that immediately bringing down 
the new government when its 
policies so clearly represented 
continuity would be counter-pro- 
ductive- Polls had shown some 70 
per cent of Italians favoured a 
confidence vote for Mr Dim. 

By abstaining, the Berlusconi 
supporters enabled the majority 
required in the chamber to foil 


from 3X6 to 171. The voting 
line-up after 2% days of debate 
was 302 In favour, 270 abstaining 
and 39 against 

Next week Mr Dim will have to 
try to win the Senate’s confi- 
dence. This is a foregone conclu- 
sion as sufficient senators have 
already indicated their backin g 

Mr Berlusconi is smarting over 
his failure to wring an unambigu- 
ous commitment from either Mr 
Dini or President Oscar Luigi 
Scalforo for an election date. He 
may well wish, to remind the new. 
government again that it cannot 
easily survive without the tacit 
support of his coalition backers. 

The vote marked the beginning 
of a new political realignment 
The populist Northern League 
led by Mr Umberto Bossi, who 
was responsible for bringing 
down the Berlusconi government 
by deserting the coalition, split 
yesterday. While the hulk of the 
97 deputies voted for Mr Dini, 12 
broke away to abstain, forming a 
new parliamentary grouping 
under the wing of the outgoing 
rightwing coalition. 

• The Organisation for Eco- 
nomic Corporation and Develop- 
ment yesterday bluntly warned 
that Italian economic ^ politi- 
cal stability were at risk so long 
as the problem of the country's 
spiralling public debt remained 
unresolved. 

Fascist flame. Page 2 
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UK women opting for later 
childbirth, says social survey 


By Andrew Adonis, Public Poflcy 
Editor, in London 

British women are now for more 
likely to have children in their 
early 30s rather than their early 
20s - a reversal of the position 
only five years ago. 

For the second year running, 
women in their 30s also account 
for more births than women 
aged between 25 and 29 - previ- 
ously the most popular five-year 
period for childhearing. 

The switch highlighted in this 
year’s social trends survey by 
the government statistical ser- 
vice, is the result of a long-run- 
ning trend towards later mar- 
riage and childbearing. It goes 
hand-in-hand with a sharp rise 
in female participation in higher 
education and the professions, 
and the progressive break-up of 
the traditional family. 

An increasing number of 


women are giving up childbear- 
ing altogether. While 11 per cent 
of women bom in 1945 were 
childless at the age of 35, the 
number more than doubled 
among women bom in 1955. 

Marriage is becoming steadily 
less popular even among those 
wishing to start families. The 
marriage rate fell by a quarter 
between 1981 and 1992, while the 
proportion of births taking place 
outside marriage rose from 
about 12 per emit to 30 per cent 

However, it is too soon to 
write off the family completely. 
Even for those not intending to 
have children immediately, mar- 
riage remains the convention. 
The survey shows people in their 
20s are more Hkely to live as 
couples without children than as 
single people. This is particu- 
larly the case among women in 
their 20s, about a quarter of 
whom live with partners, with 


only 14 per cent living singly. 

The shift in childbirth from 
the 20s to 30s has been rapid. In 
1993, 87 children were bom per 
1,000 women aged between 30 
and 34, co mpared with 82 per 
1,000 women aged between 20 
and 24. In 1981, the figures were 
70 and 107 respectively. 

The survey charts the continu- 
ing rise of one-person and lone 
parent households. In 1993 more 
than a quarter of all households 
comprised one person, almost 
double the proportion in 19SL 
One in five mothers with depen- 
dent childr en was a lone parent 
in 1992. 

The report also notes the 
Increased length of education 
and retirement More than half 
of under-fives attended school In 
1993, compared with only a fifth 
in 1971, and more than 20 per 
cent of the population is now 
aged over 60. 


Veba to take a 10% stake in C&W 


Continued from Page 1 

The search for an international 
partner baa been harder 
Veba initially hoped. Mr Ulrich 
Hartmann, ehiaf executive, said 
in September that an alliance 
would he unveiled before Christ- 
mas, but the announcement has 


been postponed several times, 
fodling speculation that the com- 
pany would not find a big enough 
international carrier. 

BT joined forces with Viag 
because it hoped that the Bavar- 
ian state government, which 
dose links with Viag, will use its 
influence to ensure that at least 


one of the licences awarded 
before 1998 will go to a Bavarian 
company. 

The two mobile licences which 
are not held by Deutsche Tele- 
kom both went to companies 
based in north-western Germany, 
as has the only licence for data 
tra nsmis sion services. 


I S Korea 
to widen 
ownership 
of leading 
companies 

By John Burton in Seoul 

South Korea, which has spent a 
decade trying to curb the coun- 
try's large conglomerates, will 
relax restrictions if the family 
owners that dominate Industry 
reduce their shareholdings to less 
than 20 per emit 

The policy, announced yester- 
day by tfia country’s fair trade 
commission, is intended to widen 
the ownership of the leading 
companies, or chaebol, while 
allowing them the flexibility to 
compete against foreign rivals. 

It is a significant policy shift 
because the government has 
struggled to thrift the economic 
power of the 30 largest chaebol, 
inflruttng- Hyundai, Samgirng and 
Daewoo, which dominate the 
nation’s industry. 

The government had imposed 
limits on hank loans to (he indus- 
trial groups to halt their expan- 
sion. 

Curbs were placed on cross- 
shareholdings and mutual loan 
guarantees to weaken the ties 
among chaebol subsidiaries, and 
the government used bank loan 
restrictions to encourage the 
wide-ranging chaebol to speci- 
alise in a few industrial sectors. 

Under rules effective from 
April l, the top 30 chaebol can 
escape these restrictions if they 
meet tough criteria on wider 

mw nppghfp an d frrumirial Btrmi gf h 

Chaebol will have greater free- 
dom if the family owners and rel- 
atives, company executives and 
other group subsidiaries have 
combined shareholdings of less 
than 20 per cent 

The groups' capital-to-asset 
ratio must also be more than 20 
per cent, and more than 60 per 
cent of the shares must be 
offered to the public. 

At present, the proportion eff 
closely held shares among the 30 
largest chaebol averages 42.7 per 
cent and the average capital-to- 
asset ratio is 20.1 per cent, 
according to the commission. 

The changes follow complaints 
from the federation of Korean, 
industries, which represents the 
chaebol, that the curbs hampered 
the groups* ability to compete 
effectively in the world market 

Only one chaebol, Kukdong 
Engineering and Construction, 
the nation’s 27th largest conglom- 
erate, is eligible for immediate 
relaxation of restrictions, 
although Kia, Korea's second 
largest carmaker and eighth- 
ranking group, is close to meet- 
ing the criteria. 

O fficials say chaebol reform is 
necessary because the groups 
have grown too big to -promote 
economic efficiency, with the 
average chaebol engaged in 19 
business sectors. 

Their rapid expansion has p Isq 
left the chaebol with high debt 
burdens. 

Hyundai to sell and merge 27 
divisions. Page 17 
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FT WEATHER GUIDE 


Europe today 

Mainly dear but unstable air will be drawn 
into the British Isles from the polar region 
and wintry showers are expected m northern 
areas. Rain wi 11 persist rn Franca, Germany 
and the Alps with temperatures well above 
freezing. Low pressure wi! dominate eastern 
Europe, bringing rate to the Czech RepubSc, 
Slovakia and Poland. A weak front will cross 
Spain bringing widely scattered showers, 
but southern Spate and the Balearics will be 
rather sunny. Pressure will remain high in 
the centra] and eastern Mediterranean, 
producing sunny conditions except for 
occasional showers in central Italy. 

Five-day forecast 

Bands of rain win continue to approach 
western and central Europe. The UK, 

France, Germany and the Alps will have a lot 
of rain and high temperatures. Spate and 
Portugal win be unsettled during the 
weekend with occasional rate. The central 
and eastern Mediterranean will be dry and 
sunny, as will the Balkans where 
temperatures will reach 20C. 
















WftKf spMd inKPH ' \ , ’l*?- ,* v \. ’ Sri 


SfomOan at 12 OUT. TwfnptmUuras maximum for day. Forecasts by Motmo Consult at ffie fttotfjortonots 


Abu Dhabi 

Accra 

A Jqtara 

Amsterdam 

Athena 

Atlanta 

B. Abas 

B-harrr 


Maximum 
Celsius 
lab- 23 
fair 32 
fair IS 
rain 7 

eun 18 
fair 14 
sun 32 
fab- 5 

fair 33 
lair IS 


Belfast Mr 

Belgrade sun 

Berlin rah 

Bermuda shower 
Bogota tab- 

Bombay sun 

Brussels tain 

Budapest fair 

(Xhagert fair 

Cairo sun 

Cape Town fair 


1 Caracas fair 

3 CffldHT hb- 

14 Casablanca Mr 

7 Chicago aun 

15 Cologne rah 

22 Dakar cloudy 

32 Dallas rah 

10 Delhi tor 

13 Dubai sun 

1 DubCn Mr 

19 Dubrovnik tab- 

24 Edhbugh Mr 


Constant improvement of our service. 
That's our commitment. 


Lufthansa 


30 Fdro 

S Frankfurt 
17 Geneva 
2 Gbrattar 
11 Glasgow 
23 Hamburg 
17 HalshM 
23 Hong Kong 
23 HonaMu 
S Istanbul 
IS Jakarta 
2 Jersey 
Karachi 
Kuwait 
t_ Angeles 
Lbs Patinas 
Lima 
Lisbon 
London 
Lucbourg 
Lyon 
Madeira 


shown, 

Mr 

17 

12 

Madrid 

Majorca 

ck 

dc 

xxty 

mdy 

12 

IS 

Rangoon 

Reykjavik 

aun 

fab 

27 

-5 

nan 

10 

Malta 


sun 

IS 

Rto 

lair 

31 

shower 

lfl 

Manchester 


tor 

4 

Rome 

Mr 

17 

Mr 

2 

Marita 

ck 

udy 

30 

S. Ftsgo 

Mr 

14 

rah 

3 

Melbourne 

Mr 

23 

Seoul 

cloudy 

-1 

Mr 

Mr 

-1 

20 

Mexico City 
Miami 


Mr 

BUI 

24 

24 

Singapore 

Stockholm 

shower 

sun 

-3 

Mr 

27 

Milan 


Hr 

10 

Strasbourg! 

rein 

13 

sun 

12 

Montreal 

s 

now 

-7 

Sydney 

Tangier 

showsr 

23 

thund 

30 

Moscow 

dc 


-2 

shower 

16 

Mn 

10 

Munich 

13 

TalArfv 

tab- 

20 

Mr 

28 

Nairobi 


Mr 

28 

Tofcyo 

tab- 

9 

Mr 

18 

Naples 


Mr- 

17 

Toronto 

tor 

-3 

sun 

IB 

Nassau 


fair 

24 

Vancouver 

tab- 

11 

fair 

21 

New York 


Mr 

4 

Venice 

tor 

10 

cloudy 

27 

Mca 

dc 

udy 

14 

Vienna 

cloudy 

13 

Mr 

16 

Nicosia 

tab- 

IB 

Wans* 

rabi 

8 

fair 

' 7 

Oslo 


sun 

-3 

Washington 


6 

raid 

a 

Pens 


rain 

10 

WaBngton 

rain 

21 

rain 

Ur 

14 

20 

Parti 

Prague 

fluid 

rain 

31 

12 

SB” 9 

Mr 

rabi 

-6 

11 


German Cable connection 


Cable & Wireless win doubtless want 
to stress this morning what a coup it 
has pulled off by selling roughly lfl per 
cent of itself to Gennaxty's Veba. Veba, 
it may be said, has more advanced 
twlprtnmg amhitirms than Viag, a rival 
energy-based conglomerate that has 
linked with British Telecom. Inves- 
tors, though, will want to scrutinise 
the deal’s financial aspects. In particu- 
lar, if Veba is not to pay a premium 
for the stake, a good explanation will 
be needed. Premiums for strategic 
Hnfcg in telecoms groups are the norm 
- as in BT*s stake in MCI and Deut- 
sche Telekom’s andFrance TSUoam's 
deal with Sprint 

Shareholders will also want to know 
what C&W plans to do with £800m 
(yi-ghn) phis if, that is, the deal ' 
involves leaning new shares. Such an 
amount. would wipe out C&Ws net 
debt of £500m. Some money would, no 
doubt, be invested in building a pres- 
ence in the Goman telecoms market 
But investors should be worried 
unless there is a clear strategy for 
investing the rest Keeping idling 
in. the bawir would not do wnr-h for 
C&Ws sagging share price. 

Veba may be a good partner for the 
German market But C&W lacks a 
credible partner to address the rest of 
continental Europe, let alone the 
world. Its strategy seems to be to con- 
clude regional affiances rather than a 
gingte g fohni de&L If that involves sell- 
ing several 10 per cent stakes to differ- 
ent companies i nvestors may not be 
delighted, as the option of breaking flip 
group up to enhance shareholder 
value would recede. 

Mexico 

Mr Alan G reensp an , chairman of the 
US Federal Reserve, is right not to 
mince his winds about Mexico. If Con- 
gress fens to pass the $4flbn rescue 
package, the consequences for Mexico 
and otter emerging markgfa: wQI be 
dire. Panic w qirtai flight win resume. 
Other Latin American and emerging 
markets could be swept up in the 
maelstrom. Fortunately, Mr Newt 
Gingrich, the new House Speaker, has 
staked soane credibility on getting the 
deal accepted. That, more than Mr 
Greenspan’s or President BUI CHntan’s 
urgings, is th£ best reason for thihk- 
ing the jpaqk^e will pass. 

But toe up^de for Mexican shares is. 
limited, hi local currency, shares have 
barely fallen «mpa December’s mas- 
sive devaluation. Given the damage 
wreaked by the crisis, the market 
looks overvalued. Last year’s earnings 
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will be down as companies write down 
peso^enominated assets against for- 
eign denominated debt This year’s 
earnings will be worse affected, as 
high interest rates and' spending cuts 
force an economic contraction. The 
hope for foreign investors must be less 
that the market will bounce than that 
the peso will recover. 

The big question for Latin America 
is whether international investors’ 
flight to quality will be reversed. 
Much will depend on whether the US' 
economy slows and- interest rates 
quickly peak. If that happens, rattled 
investors could be tempted back into 
the region. That may not benefit 
Mexico. They are more likely to be 
tempted to other emerging markets. 

Daimler-Benz 

Daimler-Benz has been in the throes 
of restructuring since 1992. and the 
costcutting continues. By the end of 
next year, it wm have shed 75,000 
employees, a quarter of the workforce. 
By the end of the century, ft will have 
reduced its annual costs by DMlObn 
($&5tm). 

But is this enough? The sharp fall in 
the share price since last Friday sug- 
gests that investors Ain* not Their 
scepticism is justified, even though 
the success of Mercedes’s C-Class 
model, combined wfth rationalisation, 
'mean 1994 earnings will show a 
marked rebound from the previous 
year's DMLflbn losses. The problem is 
that earnings growth, is expected to be 
pedestrian thereafter. In the short run - 
marg ins in the Mercedes-Benz car divi- 
sion will came under pressure with 
the introduction of the mid-sales 
E-Class later this year. The longer 


term issue is that Daimler-Benz Aero- 
space and AEG are perennially trou- 
blesome and may fake more time than 
the manag ement predicted to return to 
profit. Further problems here will 
rmiiwi awa the risks of Daimler 's co n- 
tentious strategic desire to be a broad- 
ly-based transport and technology 
group. 

Even after the latest price correc- 
tion, Daimler’s shares enjoy a pre- 
mium rating - They trade on a multiple 
of 10 to 12 times the earnings the 
. group is expected to make later In the 
at the peak of the European 
automotive cyde. This is exceedingly 
riamanrBrig , given that the rest Of the 
European motor sector is valued on a 
multiple tf 4 to 7 times expected peak 
earnings. 

Ladbroke 

Teams Homecare’s sale represents a 
significant step in Ladhrake’s strategy 
of refocusing on hotels and g amin g. 
Pr o perty and retailing were -the last 
remnants of some disastrous 1980s 
diversification. Texas’s recent poor 
performance demonstrates why Lad- 
broke must focus an its strengths. For 
its part J Sainsbury can derive bene- 
fits from merging Texas with Home- 
base that no other operator could 
achieve, and this is reflected in the 
good price Ladbroke has obtained. 

The deal's timing Is fortunate for 
the leisure group. Under the FRS5 
accounting standard, more than £200m 
of hotel sale-and-leaseback deals will 
become balance sheet debt But Saius- 
bury’s figwim «mh should leave 1995 
year end gearing at around 60 per 
cent This could fall farther, given the 
existence af £600m of property to seUL 
.' Problems remain. Vernons, the 
pools business, is struggling against 
the National Lottery, and its profits 
could drop by one third this year. In 
addition, Ladbroke must be in a quan- 
dary over the likely break-up of Hilton 
Hotels in the US. Ladbroke would 
dearly love to pair the US hotels with 
its Bfiton International business, but 
would be stretched to fund the sums 
needed. Yet the thought of Hilton foil- 
ing to a US competitor must cause 
concern. 

Nonetheless, Ladbroke is now 
focused on two strong recovery sectors 
and Km the management time to con- 
centrate on building thwn up. This 
strategic refocusing could turn the 
tide an .five years of massive stock 
market underperformanoe. 

Additional Lot Comment, Page 21 
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Air France may 
link with rivals 

Air France, the loss-making state-owned airline, is 
discussing alHawefts with international earners, 
tnrTnriTng American Airlines and Japan Airlines, 
with the ahn of strengthening its position in the US 
and Aslan nwfrgte Page 18 

Weak demand batters Boeing’s profit 

Boeing, the US aircraft maker, yesterday reported a 
near halving exf net income, to $157m from 8304m, in 
its fourth quarter, ft blamed continued global weak- 
ness in demand for new aircraft. Page 20 

Unisys In red after job-cut charge 

Unisys, the US computer group, has reported a net 
loss for its fourth, quarter, after charges to cut more 
than 4^)00 jobs. Earnings fer the year were disap- 
pointing, it said. Page 20 

PecMnay shake-up strengthens Rodler 

Pechiney amwunrpfl a management reorganisation, 
allowing Mr Jean-Pierre Rodler, the new head of the 
French state-controlled packaging and metals 
group, to consolidate his power. Page 18 

Nestl6 posts sales slip 

Nestld, the world’s largest foods group, has reported 
a 12 par cent decline in sales to SFr563bn 
(544.681m) for 1994 and weaker volume in the fourth 
quarter. Page 19 

Losses trimmed art KOP and Unltas 

Finland's two leading private-sector banks, Eansal- 
Hs-Osake-Pankki and Unites, made losses for the 
fourth year r unning in 1994 as they struggled to 
recover from the loan loss crisis caused by the 
country's deep recession at the start of the decade. 
Page 18 

Asean lie for Singapore Telecom 

Singapore Telecom (ST), the Island republic's par- 
tially privatised telecommunications and posts util- 
ity, is finking up with three of south-east Asia's big- 
gest telecom companies to coordinate regional 
services to multinational companies. Page 19 

Bank of East Asia’s 89% rise disappoints 

Bank of East Asia, Hong Kong’s third-largest listed 
bank, disappointed the colony's stock market in 
spite of unveiling a 38£ per cent rise in fuH-year net 
profits to HKS1.54bn (US$199m). Page 19 

Grand Mat’s boss hits pay jackpot 

Lord Sheppard, the chairman of Grand Metropoli- 
tan, earned a total of £L34m in 1993-94 - 

one of the highest payments ever received by a 
director of a UK public company. Page 21 

Allied Textile lifted by purchases 

Contributions from its recent acquisitions enabled 
Allied Textile Companies, thu tmrffle manufacturer 
and processor, lift pre-tax profits 24 per cent to 
£17m ($28-5m) in the year to September SO. Page 22 

French Insurer targets Lombard 

A French insurance group, announced an £88m 
($129.5m) agreed cash offer for Lombard Insurance, 
the UK provincial Insurer, in a move hi ghli ghting 
the trend towards consolidation in the European 
insurance sector. Page 22 
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Cigarette giant increases market share despite growth of US anti-smoking lobby 


Philip Morris profits 
up 37% in last quarter 


By Richard Tomkins in New York 

Philip Morris, the US food and 
tobacco group, shrugged off anti- 
smoking «*ntiTneni in the US and 
reported a 37 per cent increase in 
net profits to $l.lbn in the fourth 
quarter, mainly helped by strong 
growth in cigarette sales in the 
company's domestic market. 

Group revenues rose by 12 per 
cent to $16.5bn. Earnings per 
share rose by 41 per cent to $L27, 
partially reflecting extensive 
share repurchases. 

The US cigarette market has 
been declining at a rate of 2-8 per 
cent a year, but last year Philip 
Morris increased its market share 
by 2.6 percentage points to AAA 
per cent, mainly through 
increased sales of Marlboro. 

The extra volumes took the 
number of cigarettes sold in the 
US last year to 2UL4bn. In the 
fourth quarter, it drove up 


domestic tobacco operating prof- 
its by 66 per cent from $488m to 
$81 2m - by far the largest quar- 
terly profits increase from any of 
the company' divisions. 

The next best performance 
came from international tobacco. 
Over the year Philip Morris 
increased the number of ciga- 
rettes sold outside the US by 17 
per cent to a record 586bn, with 
the company attributing much of 
the growth to Marlboro. In the 
fourth quarter, the division's 
operating profits rose by 39 per 
cent from $431m to $598m. 

Overall, Philip Morris sold 
399bn Marlboro cigarettes around 
the world in 1994, an increase of 
14 per cent. 

The food businesses - compris- 
ing Kraft and General Foods - 
recorded comparatively small 
quarterly profit increases. North 
American food lifted operating 
profits from 8540m to $579m and 


international food rose from 
5389m to 8397m. The beer com- 
pany, MIQer Brewing, rose from 
S30m to 847m. 

The profits increase from 
Philip Morris’s domestic tobacco 
division reflects the decision 
Philip Morris took in April 1993 
to slash the price of Marlboro cig- 
arettes and its other premium 
brands to win back market share 
from lower-cost rivals. 

This led to a series of adverse 
quarterly earnings comparisons 
that tested until the second quar- 
ter of last year. Since than, the 
division’s profit increases havp 
largely reflected recovery. 

For the full year. Philip Mor- 
ris's earnings per share, although 
up 19 per cent at $5.45, were still 
only back to 1992*s level. Exclu- 
ding restructuring charges and 
accounting changes, foil year net 
profits rose by 17 per cent to 
84.71m. 
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UK fund manager buys Duff & Phelps of US 


By Norma Cohen, Investments 
Correspondent, in London 

Govett & Co, the UK-based fond 
management company, bought Duff & 
Phelps, a US fund manager, in a deal 
worth $250m in cash and cxinvertible pref- 
erence shares. 

The merged company will manage assets 
worth 550bn. The move reflects a growing 
trend among UK Investment managers to 
acquire a foothold in the US, where inves- 
tors are increasingly placing a higher pro- 
portion cf their assets abroad- 

7 hat trend has opened the US market to 
overseas fund managers, as domestic 
investment managers have historically 


had little international expertise. 

Mr Ian Whitehead, a director of Govett 
& Co, said the firm had sought the acquisi- 
tion because “we believe we could attract 
a lot more money in the US with a domes- 
tic manager on the ground". 

Govett will pay for the deal with S230sn 
in convertible preference shares, valuing 
each Duff & Phelps share at $13, roughly a 
50 per cent premium to its current share 
price. Duff & Phelps common shareholders 
will also receive a special cash dividend of 
$1.20 per share, worth $20m in total 

Govett has assets under management 
worth about $9hn. It is dwarfed by Duff & 
Phelps, which is based in Chicago and is 
best known in the US for its corporate 


bond credit rating agency and fixed 
jnwwrw fond mBnngomftnt. It ffan er gpd Its 

credit rating agency last aut umn and hag 
been seeking a partner. 

Duff & Phelps has roughly $41bn in 
assets, although it manages only 40 per 
cent of these on a discretionary basis 
where it makes inv es tm en t decisions on 
behalf of the client The rest of its busi- 
ness is in advisory fond management 
where fees are much lower. It also has a 49 
per cent of Canadian fund manager Beutel 
Goodman and Co which has roughly 
CSiOhn (US$7bn) under management 

Mr Whitehead said that the deal Is 
attractive to D&P because it will now be 
able to to offer international equity fund 


management expertise to its clients. 

Govett specialises in emerging markets 
and has carved out a niche in some US 
equity markets, specialising in small-capi- 
talisation stocks. 

The deal does not give Govett access 
access to the US retail market, which 
relies heavily on bank or broker distribu- 
tion. Mr Whitehead says the acquisition 
nonetheless gives the merged firm “criti- 
cal mass". Its increased size will make the 
firm more likely to win business from pen- 
sion consultants. 

“We find that for reasons of critical 
mam and the potential for cross-sellizig of 
products, we will grow much mare rapidly 
than we would otherwise,” he said. 


Dutch ING Bank sets up shop m North Korea 


By Ronald van do Krol 
in Amsterdam 

ING Bank is to become the first 
foreign financial institution to 
establish an office in North 
Korea, the world's most Isolated 
economy, after yesterday’s sign- 
ing of a joint venture agreement 
with a local partner. 

The Dutch bank will own 70 
per cent of the venture, with the 
rest to be held by the Korean 
Foreign Insurance Company, the 
country's monopoly supplier of 
nan-life insurance. 

The new bank, called ING- 
North East Asia Bank, will have 
its legal base in the BqjirbSon- 


bong free trade zone. This zone, 
near the Russian and Chinese 
borders, is the place where North 
Korea aims to concentrate all for- 
eign investment that is expected 
to enter the country as it moves 
to relax its tense relations with 
South Korea and open up to the 
outside world. 

ING Bank has also received 
permission from the North Kor- 
ean authorities to establish a 
branch of the joint venture in the 
capital Pyongyang. The branch 
office is due to open sometime in 
the second quarter of this year. 

ING's banking joint venture 
will also be allowed to arrange 
loans for customers in the local 


currency, the won. Xn some other 
countries where ING operates, 
such as China, it is not allowed 
to do local financing because of 
the threat this could pose to 
domestic hanks. 

"They [the authorities] do not 
regard the venture as a foreign 
bank but partly as a domestic 
institution," said Mr Jan Bosnia, 
general manager of ING Bank in 
Seoul and the bank's negotiator 
of the North Korean deal. 

The new bank has registered 
capital of 815m, of which 82m is 
paid-up. ING Bank’s initial 
investment is 70 per cent of the 
paid-up capital or 81.4m, plus sal- 
ary and other costs. When it is 


launched, the Pyongyang office 
will have one expatriate manager 
and probably two local staff, a 
secretary and a driver. 

ING Bank, which is part of ING 
Group, the big Dutch financial 
services company, said it took 
just four months to arrange the 
joint venture. This compares 
with the two-year process of get- 
ting permission to open an ING 
Bank office in Vietnam. 

The speed of the negotiations 
underlines North Korea's wish to 
attract foreign investment, 
according to Mr Hans Yntema, 
general manager of ING Bank 
International. “They were very 
keen to have a western bank 


came to the country,” he said. 

When Mr Bosma first 
approached the North Korean 
authorities in September, he 
inquired about the possibility of 
opening a representative office. 
The North Koreans replied that 
he should think in terms of a 
bank with a full banking licence. 

During the negotiations, Mr 
Bosma kept South Korea's “Unifi- 
cation Board”, which monitors 
north-south relations, fully 
informed and met no objections. 
South Korea's big Industrial 
groups are eager to invest in the 
North but will first need govern- 
ment permission, said Mr Bosma. 
Background, Page 18 


Hyundai 
to sell and 
merge 27 
divisions 

By John Burton bi Seoul 

Hyundai, South Korea’s largest 
conglomerate, plans to cut the 
number of Its subsidiaries from 
50 to 23 through mergers and 
disposals within the next three 
years. Yesterday’s announce- 
ment Is the latest example of 
reorganisation by the country's 
industrial groups, or chaebol, in 
response to government 
demands that conglomerates 
should be streamlined to pro- 
mote efficiency and reduce their 
economic dominance. 

Hyundai will concentrate on 
six core areas: shipbuilding, 
cars, electronics, petrochemicals 
and refining, machinery, steel 
and construction. It is Korea’s 
leading producer in most of 
these sectors, with a sales target 
of Won60,000bn ($76bn) this 
year. 

The family of Mr Chung Jn- 
yung, the founder, will also cot 
its shareholding from 60.8 per 
emit to 39 per cent by 1997. 

Hyundai plans to list seven 
subsidiaries to achieve this goal 
They include Hyundai Merchant 
Marine. Koryo Industrial Devel- 
opment, Hyundai Heavy indus- 
tries, Hyundai Housing and 
Industrial Development, Hyun- 
dai Elevator, Hyundai Electron- 
ics and Hyundai Petrochemical. 

Hyundai has already faced 
some government financial sanc- 
tions, including the denial of 
state-subsidised loans and off- 
shore borrowing rights, after Mr 
Chung Ju-yung unsuccessfully 
stood against President Kim 
Young-sam in the 1992 election. 

Mr Chong Se-ynng, the found- 
er’s brother, expressed hope that 
the reorganisation plan would 
help aid government discrimina- 
tion against Hyundai 

The reorganisation includes 
the sale of six minor subsid- 
iaries, indndlng Kangwon Bank, 
the Kefico finance company, and 
Hyundai Yak, a Korean -Rossi an 
aerospace joint venture. Eleven 
other subsidiaries will be merged 
with bigger units, including 
Hyundai Engineering & Con- 
struction taking over Hyundai 
Engineering, and Hyundai Con- 
struction Equipment Service. 

Hyundai wQl also give up con- 
trolling stakes in 10 subsidiaries, 
including Hyundai International 
Merchant Bank, Hyundai Marine 
& Fire Insurance, Aluminium of 
Korea, and Kemnkang Develop- 
ment Industrial 

Hyundai would have 15 listed 
and eight unlisted member com- 
panies by the end of 1997, 
against 15 listed and 35 unlisted 
at present 


France kicks off this year’s 
sales with tobacco group issue 


By John Ridding in Parte 

The French government kicked 
off its priva ti sation programme 
for this year, innni-hfag the sale 
of Sexto, (he tobacco monopoly 
best known for Its Gauloises and 
Gitanes brands. 

Mr Edmond Alphanddry, the 
economy minister, opened the 
pre-marketing period and said 
that potential investors will be 
able to place nan-binding orders 
for shares from this morning. He 
gave a guideline range of 
between FFr126 and FFr134 per 
share, valuing the company at 
FFriL5bn-FFr7tm ($L32bn)> 

Seita is one of the smaller 
issues in the government's pro- 
gramme of selling 21 companies. 
Its sale is expected to bring 
receipts of between FFrSbn and 
FFrtLSfon. 

The sale will test i n ves t ors’ 
appetites in depressed stock mar- 


ket conditions. The CAC-40 index 
of landing shares has continued 
its decline this year, after a foil 
of about 17 per cent in 1994. 

Most industry observers expect 
a smooth sale, partly because of 
the strength of the company’s 
brands. “Everyone is familiar 
with Gauloises and Gftanes, they 
are part of French culture,” said 
one analyst. 

Mr Bruno Fine, analyst at 
Basque du Louvre, the private 
bank, said the shares were 
attractively priced. Based on a 
share price of FFr130, he esti- 
mates a prospective price/eam- 
ings ratio of just over nine ami a 
net yield of about 5 per cent Net 
profits should reach about 
FFr707m this year, he said, com- 
pared with an estimated 
FFr666m in 1984. 

Other analysts expressed cau- 
tion. “Prospects for the company 
depend on the extent to which it 


expands overseas,” said one. 

The issue will be launched 
within the next few weeks, 
depending on market conditions. 
Individual investors will be 
offered half of the 26.6m shares 
included in the public offer. 
There will be a clawback option 
of 20 per cent of the 13.3m 
shares reserved for institutional 
investors. A core of long-term 
stable shareholders will hold 25 
per cent of the shares. The 
French state will retain 10 per 
cent, with the balance going to 
employees and tabac owners. 

The sale of Assurances Gdndr- 
ales de France, the Insurance 
group, has slipped down the pri- 
vatisation list because of the 
decline in insurance shares. 
Pechiney, the aluminium and 
packaging group, and Usinor 
Sadlar, the steel producer, are 
preparing for privatisation. 
Pechiney, Page 18 


TSB tries to quell BNP rumours 


By John Gapper and Stave 
Thompson in London 

TSB Cfroup, the UK retail bank, 
yesterday issued a statement to 
damp speculation that it was in 
talks with a potential acquirer 
after its shares rose sharply on 
takeover speculation, closing 16p 
up at 248p. 

The company said said it 
“knew of no reason for the 
recent rise In its share price”, in 
response to an inquiry from the 
London Stock Exchange. 

There was speculation that 
Banqne National de Paris, the 
French hank which was priva- 
tised in 1993, was interested in 
acquiring TSB, perhaps acting 
together with Dresdner Bank, 
the German bank with which 

BfffP hag aw hIHbhw. 


Analysts said, however, such a 
move would be against BNP’s 
stated strategy of being a retail 
bank only in France while 
aypawting abroad In investment 
banking. They said TSB would 
also cost more than BNP could 
afford. There were several other 
rumours about potential bidders. 
Apart from the talk of BNP, 
other names being put forward 
by dealers included BAT Indus- 
tries, British Telecommunica- 
tions, Marks and Spencer and 
Prudential 

TSB shares closed at their 
highest level since last March, 
with turnover in the shares top- 
ping wto, the third highest day’s 
activity on record. Activity in 
the traded options was equal to a 
farther &8m share:. 

Bankers believe that a bidder 


would have to offer 300p per 
share for TSB, which has a net 
asset value of 126p per share. 
This means paying goodwill of 
about £2.1bn ($3.3bn), which 
would be deducted from an 
aw ptring bank’s capital 

Analysts said that such an 
acquisitioin would be impossible 
for BNP without raising fresh 
equity. BNP has shareholders’ 
funds of FFrS9bn (Sll.lbn), and 
trades at a large discount to its 
net asset value of FFr316 per 
share. Including reserves. 

Mr Domain Burnand, analyst 
at Paribas Capital Markets, said 
he would be “astonished" If BNP 
made a bid for TSB. 

He said investors in BNP did 
not appear to believe the story as 
its shares dosed FFr5.40 higher 
at FFr234. 


Good to see at least one 
UK Selector get it right. 
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Select a portfolio of UK 
Shares whose hidden values would result, m unbeat- 
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Air France may iiiik wim 
rivals in recovery strategy 

By John Ridding [n Paris and of this or that air transport should be in a position to 

lllnhfnl ClranTnUiur I* I rrinw+ n Mhira trt tha mflrlrflt in 


By John FfidcSng In Paris and 
Michael Ska pinker fan London 

Air France, the loss-mating 
state-owned airline, is discuss- 
ing alliances with interna- 
tional carriers, including 
American Airlines and Japan 
Airlines, with the aim of 
strengthening its position in 
the US and Asian markets. 

Mr Christian Blanc, chair* 
man. also outlined further 
steps in his recovery strategy, 
including a new round of cost 

i - Httin g measures and the can- 
cellation of options and orders 
for aircraft from Boeing and 
Airbus. 

American said it had had dis- 
cussions ■ with different air- 
lines, but confirmed that Air 
France was one of the carriers 
it was talking to. Japan Air- 
lines declined to comment 

Officials at Air France said 
that alliances with interna- 
tional carriers were necessary 
to curti costs, increase traffic 
and improved its network of 
destinations, but Mr Blanc 
played down the prospect of an 
immin ent deal 

"We are in no hurry,” he 
said in an interview with Le 
Monde. "There is no question 
that in a position of weakness, 
we will became an appendage 


of this or that air transport 
giant' 1 

An agreement between 
American and Air France 
would fallow tie-ups between 
other US and European air- 
lines. United Airlines has a 
code-sharing agreement with 
Lufthansa of Germany, and 
British Airways and ELM of 
the Netherlands have links 
with US Air and Northwest Air- 
lines respectively. 

Mr Blanc said that losses 
were being reduced as a result 
of a rescue package imple- 
mented over the past year. He 
estimated a net loss of between 
FFr3bn (5572m) and FFr3-5bn 
for the 15 months to the end of 
March, compared with a loss of 
FFr&Sbn for 1993. But he added 
that the company was only a 
quarter of the way towards 
achieving the objectives of its 
three-year recovery plan. 

This year, Mr Blanc said, fur- 
ther cost-cutting and produc- 
tivity measures would be 
implemented. In particular, the 
airline is to oannei options and 
orders for aircraft which have 
been placed since 1990. The 
cancellations are thought to 
affect 17 orders, rnniiiriing 10 
from Boeing and seven A340s 
from the European consortium. 

Mr Blanc said the company 


should be In a position to 
return to the aircraft market in 
two ydars, depending on the 
success of its recovery strat- 
egy. But he claimed that ser- 
vices and schedules would not 
be affected 

"We win make better use of 
our fleet," he said “In Septem- 
ber 1995. we will make the 
same number of flights as in 
September last year with four 
fewer aircraft” 

Air France said it would also 
continue to reduce staff. More 
than 2.000 jobs are expected to 
be cut this year, without invol- 
untary redundancies, reducing 
the number of employees to 
about 37,000. The chairman 
predicted a double-digit 
decrease in production costs 
this year and a decline in pur- 
chasing costs of about FFrlbn. 

Mr Blanc also confirmed 
plans for Air France to sell its 
37.5 per cent stake in Sabena, 
the Belgian state-owned car- 
rier. "We are now in discus- 
sions with the Belgian govern- 
ment. The aim is to buy our 
stake to sell it to a continental 
European company," he said 
Swissair has said it is eager to 
take a significant stake in 
Sabena to improve its access to 
the EU market 
Lufthansa result Page 20 


Results delay 
at Usinor 

By John Ridding 

Usinor Sacilor, the French 
state-owned steel producer, 
yesterday said it was pushing 
back the announcement of its 
results for last year and a 
board meeting to set the bud- 
get for 1995. 

The announcement and the 
meeting, due today, will now 
take place on February 8. 

Usinor said the delay was 
required partly to finalise cer- 
tain aspects of the budget for 
this year in the context of the 
vigorous recovery in the steel 
sector. Steel prices have risen 
steadily over recent months, 
affecting the outlook for com- 
panies in the sector. 

Industry observers said that 
the budget for 1995 was of par- 
ticular importance for Usinor 
because the group is pressing 
its case for privatisation. 


Bausch & Lomb in red 
and faces SEC probe 


By Richard Tomkins 
In New York 

Shares in Bausch & Lomb, the 
US maker of contact lenses mid 
personal care products, fell 
Sl% to S33 yesterday after the 
company announced fourth- 
quarter losses of S62.9m and 
said it faced an investigation 
by the Securities and 
Exchange Commission Into its 
accounting practices. 

In the comparable period it 
had net earnings of S20.9HL. 
Full-year net income fell to 
S13 .5m from 5156.5m. 

Bausch. & Lamb said the SEC 
was apparently inquiring into 
accounting practices that arose 
from unsuccessful changes the 
company made to its contact 
lens distribution channels in 
1993. 

Bausch said it believed its 


accounting practices were 
appropriate. 

The unsuccessful marketing 
changes were a big factor in 
the fourth-quarter downturn, 
but the company also took a 
$75m pre-tax charge after reas- 
sessing the value of the good- 
will atta ching to its oral care 
business. 

In addition, it said it was 
selling its binocular and tele- 
scope business. 

• Greyhound, the troubled US 
bus operator, said it faced an 
SEC inquiry into possible secu- 
rity law violations. 

Investigators are likely to 
ask whether the company 
made adequate public disclo- 
sures about problems arising 
from the passenger reservation 
system the company launched 
in 1993. and whether there was 
insider dealing. 


Pechiney 
shake-up 
strengthens 
Rodier post 

By David Buchan in Paris 

Pechiney yesterday announced 
a management reorganisation, 
allowing Mr Jean -Pierre 
Rodier, the new head of the 
French state-controlled pack- 
aging and metals group, to 
consolidate his power. 

Mr Jean-Louis Vuudguerra, 
who had been groomed for the 
top job by Mr Rodier 1 s prede- 
cessor is quitting the com- 
pany. 

“There was no place for the 
two of us In the group,” said 
Mr Vlnciguerra yesterday, 
“and so we agreed that I 
should leave.” Mr Vmdguerra 
was, after a brief spell at the 
Rothschild hank, brought back 
to Pechiney in 1993 by Mr 
Jean Gandois. then head, and 
made his number two. He was 
given responsibility for pack- 
aging which accounts for half 
of the group's annual turnover 
of over FFr60bn (SI 1.4 bn). 

However, when Mr Gandois 
left to be president of the 
Patronat employers federa- 
tion. die government chose to 
pass over Mr Vlnciguerra in 
preference for Mr Rodier who 
also wanted greater control 
over packaging. 

Mr Rodier yesterday reiter- 
ated his hope that the govern- 
ment would privatise the 
group before the end of this 
year. The state controls 56 per 
cent of the capital and 19 per 
cent is held by institutional 
shareholders. The public holds 
the remaining 25 per cent in 
the form of non-voting shares. 

The management reorgani- 
sation includes splitting up 
the packaging business into 
two international entities, one 
dealing in beverages to be 
headed by Mr Gerard Hauser 
and the other dealing with 
food, cosmetics and health to 
be headed by Mr Patrick Kron. 
The men will report directly to 
Mr Rodier. The new chief will 
replace Mr Vlnciguerra as 
chairman and chief executive 
of American National Can. 

Mr Francois Newey, respon- 
sible for finance, and Mr 
Gilles-Pierre Levy, who is to 
become personnel chief for the 
group's 60,000 employees, will 
become members of the 
group’s inner executive com- 
mittee. 


Losses trimmed at KOP and Unitas 


By Christopher Brown-Humes 
In Stockholm 

Finland’s two leading 
private-sector banks, EansaDis- 
Osake-Pankki and Unitas, 
made losses for the fourth year 
running in 1994 as they strug- 
gled to recover from the loan 
loss crisis caused by the coun- 
try’s deep recession at the start 
of the decade. 

KOP posted a FMl.83bn 
(S390m) operating deficit; fail- 
ing to meet its target of halv- 
ing its 1993 loss of FM2.66bn. 
Unitas made a more solid 
recovery as it cut losses to 
FML27bn from FM2.56bff 

Analysts said Unitas had a 
higher quality customer base 
than its rival and it had read 


interest rate developments bet- 
ter. They suggested Unitas 
would make a profit in 1995, 
but were more cautious about 
prospects for KOP. 

Market worries about the 
health of the Finnish banking 
sector forced both banks to 
announce their preliminary fig- 
ures earlier than planned. 

KOP blamed its problems on 
the financial difficulties of the 
construction group Puolimatka 
(which cost it FMSOOnO, bond 
trading losses, lower-than-ex- 
pected earnings from foreign 
exchange dealing, and a weak 
stock market at the end of the 
year which delayed share 
sales. It noted that credit losses 
at FM2.77bn were still FMlbn 
less than in 1993. 


The group said Finnish 
hanks were still operating In a 
difficult environment,- ham* 
pered by low credit demand, 
rising interest rates and excess 
capacity. The bank yesterday 
stepped up its cost-cutting pro- 
gramme, saying it planned to 
shed 1,500 jobs - 16 per cent Of 
its workforce - over the next 
two years. 

The performance of Unitas. 
the holding company for the 
Union Bank of Finland, was 
helped by an II per cent drop 
in credit losses to FM&fiSbn, 
although a FMSOOm provision 
to cover possible future credit 
losses held back a stronger 
recovery. 

Analysts said the bank was- 
trying to start 1995 with a rela- 


tively dean .sheet and pre- 
dieted it could make a profit of 
-up to FM50Gm thb-ywr* They 
: contrasted a Iff per cent jump 
in the bank’s income to 
FM5.4lbn with HOP. where 
income feu 5 per cent to 
FM4.65bn. Non-performing 
loans at Unites fell . more 
sharply - to FM3.S3hn from 
FM6JMbn - compared with 
KOP, • where ’-they fell to 
FM5,obn fr qm FM7- &hn 
KOP aims to muni to profit 
.in 1995, helped by a strong 
recovery in the Finnish econ- 
omy, lower credit fosses, cost- 
cutting and capital gains. How- 
ever. Mr J ukka LeppSL banking 
analyst at Arctos Securities, 
was sceptical about KOP’s 
chances of reaching the Mack, 


Putting down roots in Pyongyang 

N Korea is latest link in ING’s foreign network, says Ronald van de Krol 


E merging markets are 
more than just a pass- 
ing fad for Internatio- 
nale Nederlanden Groep, the 
Dutch H anking q n fl insurance 
group which yesterday 
announced plans to become the 
first foreign bask to open in 
North Korea. 

In barely 20 years as an 
international bank, ING 
Group’s banking subsidiary 
has built a foreign network in 
countries which were once 
shunned by bigger, more estab- 
lished competitors but which 
have become popular hunting 
grounds for the international 
banking community. 

ING Bank's planned opera- 
tion in North Korea - a joint 
venture with a domestic part- 
ner. the Korean Foreign Insur- 
ance Company - will become 
part of a longer chain of 77 
offices from Budapest to Bue- 
nos Aires and Moscow to 
Manila. 

In the past year, it has 
received permission to open 
offices in Vladivostok, Hanoi. 
Shanghai and Havana. The 
North Korean office, which 
will be 70 per cent owned by 
ING Bank, is expected to open 
in the second quarter of this 
year. 

ING’s presence in emerg ing 
markets predates the euphoria 
that surrounded such coun- 
tries in the early 1990s and is 
calculated to survive the reas- 
sessment that has set in after 
Mexico’s financial crisis. • 


However, North Korea will 
be a supreme test for a bank 
which, cut its teeth in Latin 
America after the debt crisis of 
the early 1980s, which later 
swung its focus to the fast- 
growing economies of the 
Aslan "tigers” and which, 
more recently, expanded rap- 
idly in eastern Europe. 

After decades of isolation. 
North Korea is perhaps best 
described as a pre- emerging 
market, exhibiting long-term 
potential but none of the dyna- 
mism created by inward for- 
eign investment and rising 
exports that have accompanied 
South Korea and the other eco- 
nomic success stories of Asia. 

Direct telephone traffic 
between ING’s North Korean 
and South Korean offices mil 
not be possible, and fax mes- 
sages will have to be sent back 
arid forth via Tokyo. 

In spite of the limitations, 
ING believes multinationals 
are looking at North Korea as 
a possible investment site, and 
the first flow of large foreign 
investment could begin in the. 
second half of 19%. 

"The pace of growth will be 
slower than, say, Hungary if 
you’re talking about eastern 
Europe,” says Mr Hans Ynt- 
ema, general manager of ING 
Bank International. "But there 
is clear interest in North Korea 
among multinationals.” 

The pace of growth could 
accelerate if South Korea's 
industrial groups receive gov- 


ernment permission to invest 
in the north. 

ING Bank has seen extensive 
changes since the late 1970s, 
when its foreign operations 
were limited to a small repre- 
sentative office in New York 
and a minority stake in a 
consortium bank in Hong 
Kong. 

The bank, then known as 
Nederlandsche Middenstands- 
bank (NMB), sprang info prom- 
inence in the early 1960s as a 
trader in the debt of lesser 
developed countries (LDC), 
mainly in Latin America, help- 
ing to create wider, secondary 
markets for LDC asset trading 
and debt conversion. 

It recently bolstered its com- 
mitment to the primary capital 
markets by setting up ING. 
(UK) Capital in London, which 
aims to capture a greater per- 
centage of new bond arid share 
issues for companies based In 
emerging markets, particularly 
eastern Europe. 

A nother recent develop- 
ment Is ING Ckoup's 
pursuit of “bancassur- 
ance", or the combining of 
banking and insurance in one 
financial services company. . 

The group, which sprang 
from two domestic mergers 
that brought together NMB 
Bank and Na tionale-Neder- 
landen, the Netheriands’ larg- 
est insurance group, has imple- 
mented a bancassurance 
strategy in the Netherlands, 


and Is extending the policy to 
selected markets abroad, 
including some emerging 
markets. ... 

ING Group, with assets of 
more than 5l75bn, is Europe's 
foremost proponent of the idea 

♦Hat KnnVfng products «*n be 

sold through traditional insur- 
ance outlets, and vice-versa. Its 
banking operations make it the 
eighth largest bank in Europe, 
while ft ranks as Europe's fifth 
biggest insurer. 

So far, ING Group has begun 
to pursue bancassurance In 
mature financial markets such 
as Italy, Greece and Australia, 
but also in Hungary, the Czech 
Republic and Poland. 

to Poland, for example. It has 
been granted a licence to ad] 
life Insurance. It plans to find 
customers not only through 
a rational network of insur- 
ance agents, but also through 
the offices and charts of Bank 
Slaskt a Polish bank in which 
it bolds a 28 per cent stake. 

Although. ING’s. partner in 
North Korea is an insurance 
company with a monopoly on 
domestic non-lifo Insurance, 
the country Is ariong way from 
becoming a prime candidate 
for the Dutch group's banc- 
assurance philosophy. This is 
because ING's foreign insur- 
ance activities, tend to focus on 
lift Insurance. 

“ft will take a while for life 
insurance to get off the ground 
in North Korea/ Mr Yntema 
said. ' 


This announcement appears as a matter of record only. 

Puerto Quetzal 
Power Corp. 

Guatemala 


U.S.$71,000,000 

Project Financing 

for a 110 MW Barge Mounted Power Plant 
at Puerto Quetzal, Guatemala 

Arranged by 

International Finance Corporation 
U.S.$20,000,000 

Term Loan 

Provided by 

International Finance Corporation 

U.S.$5 1,000,000 

Term Loan 

Underwritten by 

ING Capital 

and provided through participations 
in the IFC loan by 

Nederlandse Financierings-Maatschappij 
voor Ontwikkelingslanden N.V. (FMO) 

ING Capital 

Deutsch-Sudamerikanische Bank A.G. 
Societe Generate 
Kansallis-Osake-Pankki 
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The Korea Development Bank 

'EsuMuJiAi m the Repubhc i j Korea under the 
Kjtzs Dtivkpmcnl Bonk Act 1955 ai amended) 

U.S. $200,000,000 
Floating Rate Notes due 1997 

for che six month period 25th January, 1995 to 25th July, 1995 die 
Notes will cam- an interest rate of 6.8125% per annum with a coupon 
amount of U.S. S3.425.17 per U-S- 5100,000 Note, payable on 
25th July. 1995. 

Lisred on die Luxembourg Stock Exchange 


Bankers Trust 


Company, Hoag Kong 


Agent Bank 


December 1994 
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MORTGAGE SECURITIES (NO.3) PLC 
£117.000,000 Multi-Class Mortgage Backed 
Floating Rate Notes doe 2035 

Notice is hereby given that, pursuant to Condition 5(c) of the 
Notes, the Lamer shall redeem: 

£5,267.00 per Class A1 Note 
xO.OO per doss A 2 Note 
£0.00 per Class A3 Note 

os the next Interest Payment Date, being January 31, 1995- 

MORTGAGE SECURITIES (NO.3) PLC 

Dated: January 26, 1995 


JPY 15,000,000,000 

BRITISH AIRPORTS 
FINANCE B.V. 

Floating Rate 
Guaranteed Notes 
due 1996 


Interest Rate 


2475% p. a. 


Interest Period January 25. 1995 
July 25. 1995 
Interest Amount due on 
JLfly 25, 1995 per 

YEN 10.000,000 YEN 124,438 


Banque G£n£rale 
' Du Luxembourg 

Agent Bank 




European Coal and Steel 
Community 

¥11200,000,000 

Floating rate notes 2001 

Kotireisherebygtven that for 
Ote interest period 26 January 
®S5 to 26 July 1995 the notes 
will amyan Interest rule of 
3.025% per annum, interest 
payable an 26Jutyl985wiU 
amounmtt.564.896per 
WOO.OOO.OOOnofe. 

Agent: Morgan Guaranty 
TYust Company 

JP Morgan 


CREDIT LYONNAIS 
CANADA 


IFRN 
Guaranteed Debentures 
due 2001 

Noteholders are hereby 
informed that the rate 
applicable for the ninth 
interest period has been 
fixed at 7.025%. 

The coupon N° 9 will be 
payable at the price of USD 
3J532.- on July 25th, 1995. 
. representing 181 days of 
interest, covering the period 
as from January 25th, 1995 
to July 24th, 1995 inclusive. 

The Reference Agent and 
Principal Paying Agent 


^aCREDTrUrOHHAB 




N.V. De Indoneslsche 
OverzeeseBank 

US5125.000.000 
Floating Rate Notes 1997 

The notes trill bear intemtat 
6.9875% perannum for the 
period 26 January 1995 to 
26 April 1995. Interest 
payable 26AprM995 will 
a/noant to US51, 746.88 per 
USSIOO, 0Q0 note. 

Agent Morgan Guaranty 
Thist Company 

jPMorgan 
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Read die fbUowfog fmbfiewtaw fitn the Randal Times. 

East European Markets 

iKMtaq.'MNRW MMa' wt Tbra*njtaf Uakn' 

Finance East Europe 
- East European Business Law 
East European Insurance Report 
East European Energy Report 

For a Free sample copy 
P!eue oomacc Simi BansaL 

Hwiaeid Timm Ncwskcm. Marketing Dcp atmcu i.TUidPtaw. 
NumberOnc Srodrvsk Bridge, London SEI 9HL, England. 
Tet 44 71) S73 3795 Fra (+44 71) 873 3935. 
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Residential Property 
Securities No. 1 PLC 

£200,000,000 

Mortgage Backed Floating Rate Notes 2Q18 

Notice of Partial Redemption 
S.r— - - 



Fcbmaiy. «•< ««iui 

Terms and Conditions of the Nous. 

The distinctive number* of tire Mores drawn, are ms follows;. ' 

™ 1284 1323 1361 1399 1435 1471 1512 154S 

1584 1622 1658 1694 1730 1768 1804 1840 1877 19lf 

On 28th February, 1995 there wil] become due and payable UDOfl 
preentraonnfeaefa More drawn for redemption, the pEEpS SSSmt 
thereof, together with accrued interest to said dare, at the officeofs- 

S.G.Warbmg & Co. Ltd. 

2 Finsbury Avenue, London EC2M 2PA 
or one of the other paving acmes mmeA ™ i. 



i Jr ™ 

I Coupons maturing after «■«. 

, ' 000 - 
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JS YEARS OF HISTORICAL PRICES TOR 

CASH, FUTURES, options AND 
“ 'MARKETS. 



INFORMATION! Bfcu&fViH 
RXH08K.7XHM Sheet IdndoD&GiY ihy 
Tat 843 4083 
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Bank of East Asia disappoints 


By Simon Ho&erton ^ b—* ' ' 

in Kong Kong 

Shaeprfoe(HKS? Nest proto (WSm) 

Bank of East Asia. Hong 
Kong's third largest listed 
hank, yesterday disappointed 
the colony's stock market in 
spite of reporting a 38.6 per. 
cent rise tn net profit to 
HK*i.54bn (US$1 99m) from 
HKILlbn a year ago. 

Earnings were lifted by a 
HK$423m exceptional item , 
which, if stripped, oat, meant 
that earnings from hanking 
were op only 7 per cent, ana- 
lysts said. Mrs Carmel Wellso, 
analyst at Baring Securities, sourc*asnkofE«i«B 

said the results were “(Banal’’ 

and compared unfavourably said they had been encouraged man, said growth in Hong 
with expectations of a 17 per by the bank to think it >»»d Kong's hanking sector was sub- 
edit to 23 per cent growth in transferred 20 per cent to 25 deed last year due to the slow- 
eamings. per cent of profits to reserves, down in mortgage lending and 

Disappointment with the The disappointment of ana- an erosion of net interest 
bank's results also stemmed lysts was shared by investors, margins, 
from disclosure of its hitherto In a day when the Hang Seng He said net interest contin- 
secret inner reserves. This index of landing stocks rose 3 ued to be the main source of 
showed that the bank had only per cent. Bank of East Asia’s bank earnings but this year 
transferred 10 per cent share price dipped 25 cents to banks in Hong Kong will have 
(HK$106.3m) of its 1963 pro fi t s dose at HK$2!L50. to rely more upon non-interest 

to inner reserves. Analysts Mr David Li, deputy chair- income. Improvement in the 



supervisory framework should 
further reduce operating risk. 

The bank's net interest 
income rose 16 per cent to 
HK$L88bn. while other operat- 
ing income fell 1.8 per cent to 
HE$672Jhl the charge for bad 
and doubtfol debts rose 20 per 
cent to HKSMRSm. 

The large exceptional item 
arose from the sale of proper- 
ties associated with the bank's 
redevelopment of a site in 
Kennedy Town, in west Hong 
Kong. 

Mr Li said a number of resi- 
dential units in the develop- 
ment were sold last year and 
shops an the ground floor had 
been fully let 

During last year the bank 
raised HK| 2 v.hn in bands and 
floating rate negotiable certifi- 
cates of deposit 

A final dividend of sss cents 
a share was declared which, 
with the interim payout of 2.75 
cents, makes 9 rents for the 
year - up 25 per cent an last 
year. Directors also declared a 
l-for-5 bonus issue. 


Strife in a cathedral of capitalism 

Andrew Jack examines an embarrassing dispute at the Matif 


T he gleaming new build- 
ings of the Matif, the 
French financial futures 
exchange, in central Paris and 
one of the high cathedrals of 
ca pitalism , seems an unlikely 
venue fear industrial action - 
particularly by some of its 
highest rewarded members. 

Yet about half of the 70 
“locals” or independent propri- 
etary traders on the exchange 
- incliidmg all dealing in the 
“notional” or 10-year French 
bonds fixtures contract - have 
stayed away from work all 
week In a protest about 
changes to fees and broader 
policy Issues. 

Matif introduced a special 
membership category of locals 
- or negotiateurs indtoiduels de 
parquet - in 1988, to remove 
the conflicts of interest when 
those in memb er firms traded 
on their own behalf rather 
than for their Aim or for 
clients. 

Mr Andre Bennatan, head of 
the association represe ntin g 
the traders, stresses that the 
action - which was decided 
last Friday and Is scheduled to 
last all week - is not a strike 
so much as a consumer boy- 


cott “We are not employees of 
the Matif but their customers. 
They are our suppliers,” he 
says. 

The administrators of 
normally eager to turn out 
press releases, have unsurpris- 
ingly tried to maintain a rather 
lower profile during the dis- 
pute. While the locals will only 
affect themselves rather than 
other clients, the dispute loo ks 
rather embarrassing. 

In addition. Mr Bennatan 
stresses that locals have an 
important part to play in main- 
taining the liquidity of the 
markets. “We probably provide 
20 per cent of the volume, and 
our activity induces another 20 
per cent on the notional,” he 
says. At no time is this more 
important than at present, 
with trading vol umes at rela- 
tively low levels. 

M r Gilbert Durieux, 
Matif s managing 
director, says that it 
is very difficult to assess the 
impact of the locals' boycott, 
but argues that early in the 
week volumes mi ght have been 
down by 10 to 15 per. cent an 
the notional contract because 


of the absence of the additional 
traders. 

He says the dispute is pri- 
marily about new fees being 
introduced in an effort to raise 
the charges levied on locals to 
commercial levels. At present 
they pay an average of FFr2A5 
per trade; under Matif s revised 
proposals they would pay 
about FFr3.40. 

The actual price depends on 
the volume each local trades, 
with those generating more 
paying less for each transac- 
tion. 

“We discovered that we were 
selling our services at below 
cost,” says Mr Durieux. “That 
was understandable when we 
started offeri n g locals member- 
ship to give them an incentive. 
But now we want to be in a 
position where they pay a price 
corresponding to our costs - 
phis a margin, of course.” 

However, Mr Bennatan 
argues that the proposed fees 
are unjustly high. He is 
equally keen to stress that 
locals are concerned about 
other issues, including the 
competitiveness of Matif and 
especially its notional contract 
in comparison with the bund - 


or German government bond - 
futures contract traded on 
Life, its London rival, where 
volumes are rising test. 

He says locals at Liffe and in 
Chicago receive far more pref- 
erential treatment, with dis- 
counts on their fees as a mark 
of their importance in main- 
taining liquidity. “If you have 
to start thinking about fees 
you don’t do your job any 
more,” he says. 

M r Bennetan also 
stresses that the dis- 
pute is wider than 
about costs. He would like 
locals to have a voice in strat- 
egy on the exchange, whereas 
now they have no voting rights 
or representation on the gov- 
erning councdL He wants them 
to be able to act as floor bro- 
kers, and operate in “pools” or 
teams to share knowledge and 
offering training. 

“1 think Matif hag the wrong 
attitude towards locals,” he 
says. “They only look at the 
profits and not the losses. But 
we are very hopeful they are 
going to change their mind. I 
think we will have an agree- 
ment next week.” 


Indian Oil 
to make 
first public 
offering 

By Shiraz SScfiwa 

in New Delhi 

Indian OD Corporation, India’s 
largest state-owned oil com- 
pany, is planning its first pub- 
lic offering of new shares some 
time after March 1995. 

The offering of 37m shares - 
10 per cent of its equity capital 
- will make Indian Oil the 
first public sector enterprise in 
the country to after shares to 
tbe public. 

The company said it had 
received government approval 
in principle to for the o ff er i ng . 
“We are looking at all the 
options before working out 
details of the issue,” the 
spokesman said. “We have to 
see what the market can take 
before we decide whether to go 
In for a global depositary 
receipt [GDR] issue, an ordi- 
nary public Issue or shares 
with w a rr ant s." 

Indian Oil had turnover of 
Rs230bn ($7.38bn) last year, 
expected to increase to 
Rs261bn in 1994-95. The com- 
pany made profit s of Bs7.72bn 
in 1993-94, expected to 
increase to this year. 

It had an equity capital base of 
Rs3.69bn in September 1994, 
which was increased to 
Rs3Jbn in January 1995. 

The company says shares 
are likely to be priced at Rs712 
each. The figure, which may 
be revised due to market con- 
ditions, is based on the aver- 
age bid price received by the 
government when it auctioned 
l&5m shares of the co m pa ny 
in September 1994. Shares in 
that auction were bought by 
other public sector companies 
and large institutions. 

Tmfian Oil comp a ny needs to 
raise additional capital to fond 
new refineries and pipelines 
and to expand existing pro- 
jects. 

The government of India 
owned 99.9 per cent of tbe 
profit-making corporation 
before September 1994, with 
the state gov e r n ment of Guja- 
rat holding the balance. 

Two blocks of 18J>m shares 
each have since been auc- 
tioned h7 the government, in 
October last, and in January 
this year. The results of the 
January auction have yet to be 
released. 


Nestle posts sales sup but 
sees higher annual profits 


By Ian Rodger In Zurich 

Nestle, the world’s largest 
foods group, has reported a L2 
per cent decline in sales to 
SFr56.8bn <$44.68bn) for 1994 
and weaker volume in the 
fourth quarter. 

However, the group said that 
its net 1994 profit would be 
above the SFi2£9hn realised in 
1993, and it forecast stranger 
volume, sales and profits in the 
current year. 

Nestle said the decline in 
sales was due to a change in 
accounting practice in hyper- 
inflationary Brazil. Excluding 
that change, its sales would 
have been flat at SFr57J>bn. 


It also said that the decline 
of most currencies against the 
Swiss franc last year depressed 
the sales figure by about 6.9 
per cent 

However, it acknowledged 

that sales volume, excluding 
the impact of acquisitions and 
divestments, grew only 2-3 per 
cent, well below the group’s 
target of 4 per cent annual 
growth. 

This growth rate was 
also worse than the 2.8 per 
cent already reported for 
the first 10 months of the 
year. 

The group pointed out that 
volume had been hurt by the 
progressive elimination of 


canned goods sales in the UK 
and the reduction of the year- 
end trade loading process in 
the US. 

Sales volume grew strongly 
in Latin America and Asia, and 
only slightly in North America 
and Europe. 

Nestle said its forecasts of 
higher sales and profits in the 
current year were based on the 
hypothesis that currency fluc- 
tuations would influence 
results to a much lesser extent 
than in 1994. 

• Sulzer Technology, the 
Swiss engineering and medical 
equipment group, said its 1994 
order intake was flat at 
SFr6.1bn. 


Asean tie for Singapore Telecom 


By Kieran Cooke 
In Kuala Lumpur 

Singapore Telecom (ST), the 
island republic’s partially pri- 
vatised telecommunications 
and posts utility, is linking up 
with three of south-east Asia’s 
biggest telecom companies to 
co-ordinate regional services to 
multinational companies. 

Telekom Malaysia, PT 
Indosat of Indonesia and the 
Philippine Long Distance Tele- 
phone company, along with 
ST, will form a company which 
will provide so-called seamless 
telecommunications services to 
multinationals operating in the 
Asean region. 

“Customers operating from 


any part of the world will be 
able to enjoy a 'one stop shop' 
facility by way of a single point 
of contact to order, install and 
maintain services for their tele- 
communications needs in the 
Asean region,” said an ST 
spokesman. 

“Most [multinationals] seek 
a borderless but comprehen- 
sive range of services that can 
transcend all boundary consid- 
erations," he said. “The Asean 
collaboration allows us to meet 
this growing customer expecta- 
tion with greater confidence. ” 

ST said the Communication 
Authority of Thailan d and the 
Brunei Telekom company may 
join the aliiann* in the near 
future. 


The headquarters of the new 
company will be in Kuala 
Lumpur. 

• ST says it will invest 
USS94m in a UK-based com- 
pany which aims to provide a 
global mobile phone service via 
a network of 12 satellites. I-CO 
Global Communications is 
affiliated to Inmarsat, the 76- 
member country co-operative 
which operates worldwide sat- 
ellite communications systems. 

I-CO aims to provide mobile 
voice, facsimile, data and pag- 
ing services on a worldwide 
basis beginning in 1999. Inmar- 
sat says it has so far received 
investment commitments of 
$1.4 bn for the project out of a 
total estimated cost of S2.6bn. 


Quake may delay JR West listing 


Japan’s transport ministry 
may need to review its plans to 
list West Japan Railway (JR 
West) when the damage the 
company suffered from this 
month’s earthquake becomes 
clearer, Renter reports from 
Tokyo. 

JR West operates a large rail- 
way network in the western 
part of Honshu island , includ- 
ing Osaka and Kobe where the 
earthquake hit hardest It had 
said it planned to list its shares 
in toe year to March 31 1996. 

Yesterday a ministry spokes- 
man said: “When all damag e 
and the timing of resumption 
of full operations in the dam - 


aged area become clear, we 
may need to review share list- 
ing plans for JR West” 

Last August. JR West 
applied for listing on six of 
Japan's eight stock exchanges, 
including the Tokyo Stock 
Exchange and the Osaka Secu- 
rities Exchange. However, last 
November the transport minis- 
try abandoned its original plan 
to list JR West shares in 
1994-95 because of the long 
slump in the Tokyo stock mar- 
ket and rescheduled tbe listing 
to early 199596. 

JR West needs to post a par- 
ent current profit of at least 
Y40bn ($400m) in 1994-95 to 


warrant the listing. Its Novem- 
ber forecast projects current 
profit of Y52bn in 1994-95 after 
a Y54.7bn profit in 1993-94. 

The ministry had not yet 
decided what to do with Cen- 
tral Japan Railway (JR Cen- 
tral), another target for even- 
tual privatisation, the official 
said. 

Shares in East Japan Rail- 
way (JR East), another com- 
pany created when the heavily- 
indebted Japan National Rail- 
ways was split into seven com- 
panies in April 1937, were 
listed in October 1993. The Nik- 
kei Average fell sharply just 
after the listing. 
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Unisys in red after job-cut charge 


By Louise Kehoe 
in San Francisco 

Unisys, the US computer 
group, has reported a net loss 
for its fourth quarter, after 
charges to cut more than 4,000 
jobs. Earnings for the year 
were disappointing, it said. 

Net loss for the review 
period was $5SL3m, or 48 cents 
a share, after a pre-tax 
restructuring charge of 
$186-2m. Unisys said the previ- 
ously-announced job cuts 
would create annual savings of 


more than $200m. Excluding 
the charge, art income for the 
quarter was $80.8m. In the 
same period last year, Unisys 
reported net earnings of 
5117.7m. or 46 cents a share, 
fully diluted. 

Revenues for the quarter 
rose slightly, to SU2bn from 
SUObn In the same period last 
year. This was the first quar- 
terly revenue increase in two 
years, although currency 
exchange rates helped to pro- 
duce the rise. 

Unisys said earnings in the 


fourth quarter, before the spe- 
cial charge, were lower than a 
year earlier, due principally to 
a riecHne in defence arid other 
government business. 

Fourth-quarter earnings 
were helped by adjustments to 
employee benefit-related 
expenses and the reversal 
of previously-accrued 
contingency payments. A 
reduction in research and 
development spending also 
helped earnings. 

For the full year, the com- 
pany reported net income of 


$100.5m. or a net loss per 
share, fully-diluted, of 11 cents 
after payment of dividends on 
preferred shares. Excluding the 
fourth-quarter charge and an 
extraordinary charge of S7.7m 
in die first quarter, net income 
for the year was 71 cents a 
share. 

For 1993, net income was 
$565.4m, or 52.69 a share, after 
extraordinary items totalling 
52302m. Before the gains, net 
income was JL48 a share. 

Revenue was S7.40bn in 1994. 
down from $7.74bn in 1993. 


Weak demand batters Boeing profits 


By Richard Tomkins 
in New Yoric 

Boeing, the US aircraft maker, 
yesterday reported a near- 
halving of net income, to 
5157m from $304m, in its fourth 
quarter. It blamed continued 
global weakness in demand for 
new aircraft 

It also predicted a further 
downturn in deliveries from 
270 aircraft in 1994 to 230 in the 
current year, warning that the 
generally improving perfor- 
mance Of the world's airline 

Income at 
3M climbs 
16% in term 

By Tony Jackson 

Minnesota Mining and 
Manufacturing (3M), the diver- 
sified US manufacturer, pro- 
duced record sales and earn- 
ings for the fourth quarter and 
full year, with quarterly net 
income up 16 per cent at 
$332m. Mr L.D. DeSimone, 
chairman, said: “We expect 
good sales and earnings 
growth to continue in 1995.” 

Through the year, the com- 
pany grew faster than the 
economies it served, Mr 
DeSimone said. Volume in the 
US was up 7 per cent, and 
internationally by 10 per 
with particular strength in 
Asia and Latin America. How- 
ever, prices fell 2 per cent 
worldwide, both in the year 
and in the quarter. 

Full-year earning s were 
$l.3bn, or 53.13 a share, an 
increase of 5 per cent. This 
came after a pre-tax charge of 
535m for litigation over breast 
Implants. Sales for the year 
were up 8 per cent at gla.lbn. 

In line with 3M*s recent tra- 
dition, there was strong 
gmphasis on the introduction 
of new products. In 1994, 30 per 
cent of sales came from prod- 
ucts introduced in the last four 
years. Sales per employee rose 
8 per cent. 

The shares fell $y« to 551% in 
early trading. 


C-Tec to buy 
Mexican stake 

O-Tec Corporation, a US cable 
television operator, has taken a 
40 per emit interest in Megaca- 
ble, Mexico’s second-largest 
cable TV operator. C-Tec said 
it would pay 584m, subject to 
adjustment, for its stake in the 
company, writes Ted Bardacke 
in Mexico City. 

The transaction is the largest 
foreign investment in cable TV 
in Mexico and the first big case 
of direct foreign investment in 
the country since the devalua- 
tion of the peso last month, 
C-Tec said. 

The price originally negoti- 
ated was 5120m, but the deval- 
uation drove this down. How- 
ever, should the peso revalue 
C-Tec’s acquisition cost may 
rise. Megacable has more than 
170,000 subscribers along 
Mexico's Pacific coast, from 
HermosiHo to Guadalajara. 


industry would have to be sus- 
tained before there would be 
substantial new order activity. 

Fourth-quarter sales fell to 
$5J.bn from $5.7bn, and earn- 
ings per share, to 46 cents from 
89 cents. For the foil year, rev- 
enues were down to $2l.9bn 
from 525.4bn, net income ten to 
$856m from $L2bn, and earn- 
ings per share fell to 52JS1 from 
$3.66. 

Boeing blamed the year's 
lower earnings on a combina- 
tion of fewer commercial air- 
craft deliveries, more research 


and development spending, 
increased debt costs and lower 
corporate investment income. 
On the positive side, defence 
and space earnings rose and 
the effective tax rate feU 
Mr Fr ank shrontz, chairman 
and r.hiwf executive, said th e 
company was investing in new 
products and manufacturing 
methods in anticipation of the 
next growth cycle in the jet 
transport market This would 
constrain earnings and cash 
resources in the short term, 
but in the lnn g term it should 


bring substantial benefits. 

Excluding research and 
development spending, profit 
marg ins on commercial air- 
craft were steady last year 
because Boeing compensated 
for lower orders through effi- 
ciency savings. However, the 
rtwnpany gaifl marg ins would 
fall this year because of the 
expected decline in sales and 
the production start-up for the 
new 777 jet 

Defence and space systems 
had continued to perform well, 
Mr Shrontz said. 


Net at DuPont ahead by 65% 


By Tony Jackson 
in New York 

DuPont, the US chemicals 
group, produced a 96 per cent 
rise in underlying earnings in 
the fourth quarter, to 5644m or 
95 cents a share. Net earnings 
for the year were 5Z-7bru or 
$4.07, an underlying rise of 65 
per cent 

Mr Edgar Woolard, chair- 
man, said 1994 had been a “ter- 
rific” year for the company. 
“Looking ahead in 1995, we 
expect that economic growth 
in the United States w£Q slow 
only sli ghtly , and will remain 
strong in other regions, 1 * he 
said. 

Excluding the Conoco oil 


subsidiary, sales for the year 
were $22.5bn, an underlying 
increase of 8 per «pnt Though 
selling prices began rising dur- 
ing the year, they were 1 per 
cent lower for the year as a 
whole. From a group volume 
rise of 9 per cent, the strongest 
performance came in Europe, 
with 14 per cent. 

Earnings in the chemicals 
division were up 39 per cent in 
the year to $282m , with volume 
up 10 per cent Fibres earnings 
rose 59 per cent to 5676m. with 
volume up 6 per emit before 
acquisitions. Polymers earn- 
ings were up 108 per cent at 
5706m. with volume up 13 per 
cent 

Diversified businesses - 


agrochemicals, pharmaceuti- 
cals and rnai - earned 184 per 
cent more at S676m_ Earnings 
from Conoco were down 5 per 
cent at 5706m, with upstream 
earnings up 7 per cent at 
5471m and downstream earn- 
ings down 22 per cent at S235m. 
• Sterling Chemicals of Texas 
showed the full effects of rising 
volume and prices in base 
chemicals with an 84 per cent 
jump in sales for its first quar- 
ter to end-December, to S241m. 
Sterling makes intermediate 
commodity chemicals such as 
styrene and acetic acid. 

Net earning s for the quarter 
were 522.3m, compared with 
S19.1m for the whole of the pre- 
vious year. 


Surge in sales at Union Carbide 


By Tony Jackson 

A sharp jump in sales helped 
Union Carbide, the US chemi- 
cals group, to fourth-quarter 
earnings of 5154m, or 93 cents a 
share, an increase before spe- 
cial items of 260 per cent Full- 
year earnings were 5379m, 
compared with 5155m before 
accounting changes the year 
before. 

Chairman Mr Robert Kenn- 
edy attributed the fourth- 


quarter increase to “substan- 
tial" price increases for poly- 
ethylene and ethylene glycol, 
strong seasonal volume, and 
cost control. In the year, the 
company completed a four-year 
5575m cost-reduction pro- 
gramme. 

Mr Kennedy said he was con- 
fident the company could pro- 
duce “highly competitive" 
results this year, even in an 
economy growing more slowly 
than last year. 


Information unit helps 
Dow Jones to record 


By Maggie Uny in New York 

Dow Jones, the US media 
group, yesterday reported 
record earnings for 1994, just 
topping the previous peak in 
1987, when non-recurring items 
are excluded. 

Net income was 5181m before 
a 53m one-off charge, with 
earnings per share at $1.80 
after the charge. In 1993, net 
income was 5L48m, or $L48 a 
share. 

The group, which publishes 
the Wall Street Journal and 
owns the Dow Jones/Teferate 
screen information service, 
lifted fourth-quarter net 
income by 23.5 per cent to 
558.2m, giving earnings per 
share of 60 cents compared 
with 47 cents in the final 
period of 1998. 

Mr Peter Kami, chairman 
and chief executive, said that 
through its expansion in Trie- 
rate, television networks and 
multimedia, Dow Jones was 


“aggressively expanding its 
franchise as the premier infor- 
mation provider to the global 
business c ommunit y". 

The information services 
division, which includes Trie- 
rate, was the main force 
behind the rise in the group’s 
1994 operating Income. The 
division lifted annual operat- 
ing profits by 26.4 per cent to 
5199m. an sales up 133 per cent 
to 5977m. In the final quarter, 
the gain was 19 per cent to 
551.4m. 

However, the business publi- 
cations area, including the 
Wall Street Journal, suffered a 
slight drop in operating profits, 
to 5142m from 5144m. The fall 
came in the final quarter, 
when profits declined from 
550.6m to $45.3m. The group 
blamed costs related to expand- 
ing television operations. 

The third division, commu- 
nity newspapers, raised annual 
operating profits by 11 per cent 
to 5363m. 


Sales for the quarter were up 
22 per cent at S13lbn. Full-year 
sales, partly reduced by dispos- 
als, were up only 5 per cent at 
S3.7bn. 

Mr Kennedy said: “Our strat- 
egy of investing in businesses 
with significant competitive 
advantages is clearly working. 
This year well work on con- 
trolling costs and accelerating 
profitable growth." 

Union Carbide's shares fell 
$% to $28% in early trading. 

Bethlehem Steel 
stages recovery 
to $80.5m 

By Richard Waters 

Bethlehem Steel, the second- 
biggest US steelmaker, 
returned to profit last year for 
the first time since 1989, 
though its recovery was ham- ! 
pared by disruptions to produc- 
tion caused by bad weather 
early in the year and upgrades 
to some of its facilities. 

The company’s revamped 
operations, which will come 
on-stream this year, face a 
weaker US steel market 

The group reported fourth- 
quarter net income of 5313m, 
or 19 cents a share, and $80 3m 
or 35 cents for 1994 as a whole. 
Annual sales climbed 11 per 
cent on higher volumes and 
prices, to S4329bn. 

The 1993 figures were hit by 
a 5350m restructuring charge 
tatean in the final quarter. This 
pushed the company into a 
fourthquarter loss of 5242m, or 
$2.78 a share, and a loss of 
5266m, or 5337 for 1993. 


Strong 
markets lift 
US metals 
producer 

By Lauie Morse in Chicago 

Cyprus Am ax Minerals, a 
leading coal and copper pro- 
ducer. reported fourth-quarter 
net income of 867m, or 68 
cents a share, compared with 
an S8m, or a 14 cents loss in 
the fourth quarter of 1993. 
Revenues In the period rose to 
$732m from 5541m in 1993. 

A strong world market for 
molybdenum, a material used 
In making metal alloys, helped 
boost results for the quarter 
and for the year, as did rising 
copper prices. Cyprus acquired 
Am ax halfway through the 
fourth quarter of 1993, while 
1994 results Include a full 
quarter of Its operations. 

For the year, excluding spe- 
cial items, Cyprus Am ax 
earned 5162m. or 31.55 a 
share, compared with 1993’s 
S50m or 90 cants before non- 
recurring items. Revenues for 
the year were 52JBb n , up from 
1993's SI3bn- 

The jump in 1994 earnings 
refects the inclusion of A max ’s 
operations, plus an average 
increase in copper income of 
15 cents per pound, and a 
S38m contribution from 
molybdenum operations. The 
company's copper production 
reached 648m lbs for the year, 
up from 632m lbs last year. 

The production gain came as 
the company added production 
in mfrnt»s in Chile and Peru. 
With more capacity coming on 
line, it projected copper output 
would reach 680m lbs next 
year. 

“Our business is well- 
positioned to benefit from the 
strong US economy, increasing 
consumption in Europe and 
Japan, and continued strength 
in the rest of the Asian mar- 
ket." said Mr Milton Ward, 

fthairman. 

Patent claim 
I dismissed 
! by Biogen 

^ By Daniel Green 

j Biogen, the Massachasetts 
biotechnology company, yes- 
terday dismissed claims by 
Sobering, the German drugs 
company, that its main prod- 
: net infringed Schering’s 
I patents. 

“The validity, enforceability 
and scope of [Sobering's] 
claims are questionable,” said 
Mr Jim Vincent, Biogen chair- 
man and chief executive. 

In early trading in New 
York, Biogen shares were up 
5L03 at $36, still below their 
level before the Schering 
announcement The shares had 
fallen by more than 16 per 
cent on January 11 when Sobe- 
ring announced the new 
patents on beta-interferon, a 
multiple sclerosis drug. 

Biogen and Schering have 
slightly different versions of 
the drug. Schering’s is 
approved for sale, while Ko- 
gan's is likely to be submitted 
for approval to regulatory 
agencies in Europe and the US 
in ndd-1995, said Mr Vincent. 

Mr Stewart Adkin s, -analyst 
with Lehman Brothers, in Lon- 
don, said he had regarded 
Schering’s patents as "not 
blocking, but as bargaining 
chips” with which to negotiate 
access to the European mar- 
kets, where Biogen has strong 
patent protection. 

Biogen’s statement came 
with its full-year figures for 
1994. The loss for the year was 
57.79m, compared with a profit 
in 1993 of $34.6m when 
research and development 
expenses were $79Jtm, com- 
pared with $9L2m. 


This announcement appears as a matter of record only 
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By Maggie Uny 

A significant recovery in 
Georgla-Pacific's pulp and 
paper operations, ami the con- 
tinued Strength Of its b uilding 
products activities, resulted in 
record fourth-quarter earni ngs. 

Net income was 5169m, com- 
pared with a loss of $36m, and 
earnings per share were 51.89, 
a tumround from losses of 41 
cents in the fourth quarter of 
im 

As a result, the group as a 
whole made a full-year net 
profit of 5310m, or 53.48 a 
share, compared with net 
losses in 1993 of $34m, or 39 
cents. 

Chairman and chief execu- 
tive Mr Pete CorreH said: “The 
speed and magnitude of the 
pulp and paper tumround is 
unprecedented, and Georgia- 
Pacific is well positioned to 
take foil advantage of the 
recovery." 

The pulp and paper division, 
which moved into profit in the 
third quarter, made an operat- 
ing profit of SlSLm in the final 


quarter, compared with a loss 
of 595m. This allowed it to 
record a profit for the year of 
5171m, against losses of $187m. 

Meanwhile, the building 
products side, which has 
nearly doubled operating prof- 
its in the last five years, turned 
in fourth-quarter operating 
profits of $262m, up from 
5252m, and for the year showed 
a rise to 5889m from 5973m. 

• James River, the paper and 
packa ging group, yesterday 
reported a fourth-quarter loss 
of 21 cents a share, compared 
with 16 cents in the same 
period of 1993. After non- 
recurring charges covering 
redundancies and asset write- 
offs, the loss was 41 cents. 

The group blamed “dra- 
matic" raw material cost 
Increases in its food and con- 
sumer packaging division. 

Profits were also hit by a 
sharp rise In expenses and 
interest charges, leaving the 
net loss for the year at 513m, 
or 72 cents a share, compared 
With a loss of 5346,000. Or 40 
cents. In 1993. 


NEWS DIGEST 

Lufthansa repeats 
pledge to resume 
dividend payments 

Lufthansa, the German national air line, 
carried more passengers and cargo titan ever 
before in 1994 and repeated its promise to 
resume dividend payments now it has 
returned to profit, writes Andrew Fisher in 
Frankfort. 

The company sa i d yesterday that provis io nal 
results showed it at least broke even in the 
fourth quarter after a pre-tax profit of DM325m 
(5215m) in the first nine months, including 
DM220m In the third quarter. 

In 1993 it suffered a pre-tax loss of DMBm, 
down from DMSIOm in 1992. The net loss was 
DMESm, compared to DM391XH. 

Nearly sftm passengers flew with Lufthansa 
and its Condor (charter) and Cityline services 
last year, a rise of 6 per cent 

Cargo and ai rmail business was 14 per cent 
higher at L44m tnnnes while capacity, was 6 
per cent higher, measured in tonne-kilometres. 
The overall load factor increased by 21 per- 
centage points to 70.8 per cent 

The airline, in which the government 
yielded control last year as part of a privatisa- 
tion share issue, said the load factor for pas- 
sengers alone was at a record 70 per cent, a 
rise of 1.8 percentage points. 

The total number of flights increased by 7 
per cent to 536,687. 

Brokers fight BASF’s 
regional delisting 

Germany’s independent stockbrokers have 
started to fight BASF’s decision to delist its 
shares from regional stock exchanges by ask- 
ing the Federal Cartel Office to see if the 
Chemical group's action breaks competition 
law, writ es Andrew Fisher. 

The cartel office said it would look at 
BASF’s decision to withdraw its share quota- 
tion from seven regional bourses to see if it 
was legally discriminatory. 

BASF said last December it planned to fist 
its shares only in Frankfort, which accounts 
for 74 per cent of German equities dealings 

The group said that since it was the cus- 
tomer of the stock grehmig ps, the cartel law’s 
discrimination clause did not apply in the case 
of share delisting. 

This clause states that Mvmpanins with a 
strong market position must not discriminate 
against small outlets; it is pm-mally applied to 
products rather than sendees. 

The Hamburg-based German association of 
stockbrokers complained to the cartel office 
about BASF's move which the company said 
was in recognition of Frankfort’s dominant 
position in share trading. 

The delisting affects the exchanges of Dfls- 
seldorf (the second biggest in Germany), 
Munich, Berlin, Hamburg, Stuttgart, Hanover 
and Bremen. 

However, BASF shares are still quoted on 
these bourses, which have yet to respond to its 
delisting request 

World vehicle sales rise 
boosts Cummins Engine 


Soured Dwtetawci 


imiihi Cummins Engine, the 

vwnmwnsnw world’s biggest maker 

Share price 0) of diesel engines, 

gQ ; reported a 43 per cent 

jump in net income 

55 J ~ •■■ ■ ■■ last year, to a record 

5253m, on the cyclical 
so-TM — — r— — • ^0 ^ commercial 
IP. . vehicle and pick-up 

45 LT-» ' r ~ fff* truck sales around the 

^ ■ ! rff i i f ' world, writes Richard 

• . ■" Waters in New York. 

.« ■ » ■ i.i . l » ■ Sales rose nearly 12 per 
, • ,iaa4-..-.*. i&s. cent from a year ear- 

ssurcafDianidnren .. • her, to $174bn. During 

the final three months, 
after-tax profits rose to 570m, or $1.68 a share, 
from $47m, or $L26, a year ago. 

The latest figures were struck after a one- 
time benefit of 515m from an adjustment to the 
company’s staff disability programme. 

This was offset by higher costs, which were 
caused by exceptional factors and which, will 
return to normal levels for the current quar- 
ter, Cummins 

Earnings per share for 1994 were 56J.1, com- 
pared With $4.79 In 1993. 

Canfor extends C$640m 
hostile offer for Slocan 

Vancouver’s Canfor has grtAmfrri its C5649m 
(US$451m) hostile takeover offer for Slocan 
Forest Products to February 6 after foiling to 
win sufficient shareholder support by its origi- 
nal deadline, writes Bernard Simon in 
Toronto. 

Canfor has offered 0985 of Its own shares for 
each Slocan share, as well as C$18 a share in 
cash for up to 10 per cent of Slocan’s out- 
standing stock. The offer, which initially 
dosed on Tuesday, is conditional on at least 51 
per cent of Slocan’s shares being tendered. 

“While we did not meet our mtniimnhi 
deposit condition, we are pleased with the 
number of Slocan shares tendered to our 
offer, " said Mr Peter Bentley, Canfor chair- 
man. 

Hfl hfempd tfia shnrtfgll rm “rtcmftwir™- ___ 


aled by British Columbia's forests minister, 
who expressed concern about the deal's im pac t 
on competition in the fo restry industry. 

Mr Bentley said that “we continue to be 
confident that we can satisfy the criteria the 
minister has defined and that consent will be 
forthcoming when our a pplication is made.* 1 

Kredietbank acquires 
Flanders savings bank 

Kredietbank, Belgium's third largest bank, is 
acquiring 100 per cent erf Spaarkrediet, the 
Belgian savings bank, as part of its efforts to 
diversify and expand in Its home market, 
writes Emma Tucker in Brussels. 

The bank did not say how much It paid for 
the Flanders-based bank, but according to Mr 
Paul Joos, head of Spaaikrediefs legal depart- 
ment, it paid a premium over the net asset 
value of BFc2.65bn (583m). 

Kredietbank said It had given a guarantee 
that none of Spaarkrediet'e 220 employees 
would lose their jobs. Spaarkrediet also oper- 
ates a network of 800 independent agents in 
the Antwerp, west Flanders and Brabant 
regions of Flanders. 


At the eud of last year 

total deposits of 

Shareholders equity amouated to warty 
^Hernum 

kredfefs executive aam^tt^is rggpteg » 
chairman of the bank's board. 

General Dynamics hit 
by US defence cutbacks 

Net income at {tefiand 
Dynamics, the US 
detente contractor, Ml 
nearly 10 par cent Tn 
the last quarter of 1984 
from a year befo re, to 
558m, as sues Mtewd 7 
per cent- in tbe - ace of 
US defence cute, writes 
Richard . Waters, How- 
ever, at 98 canto a 
share, compared with 
SL.01 a year ago, the 
f ^gnpawy still managed 
to beat moat market 
forecasts. 

Mr James Mellor. chairman and chief «acu- 
tive (pictured), said that the company** cash 
frafoiyyft were mors tban tltan at the year-end, 

above the target set a year before: 

After-tax profits on continuing oper ations 
tor 1994 were 5238m, or 53*51 a share, down 
from 5270m, or $4^7, the year before. 

A yism gafo from a disposal during 2994 
added an additional 24 emits to reported earn- 
ings per share. 

Marion Merrell Dow 
falls as sales improve : 

Marion Maxell Dow, the US pbannac euttad s 
group 72 per cent owned by Dow Chemical, 
saw earnings tell in the final quarter of 3994, 
in spite of a satea uptuixi of its two m ai n 
branded product ttnes/wrltes Richard Waters. 

The earnings fell redacts greater refiance an 
lower-margin generic products, which have 
replaced lost sales in some: prescription 


tov* ’k , sett tog up a joint venture to 

Chin, as part of te A** 

Vard faces wind down 
within two yearn 

Vard, the troifoled Norwegian cruise group, is 

thoTimcttwo years ! 
but its Miami-based subsidiary lobster QnSe 
wffleontime to operate normally as watt, eat 
.femes to flnamaaljy atarngthen-theucaapeiiy, 
writes Karen Fossil In Oslo. 

5?* ^WjdMIgatians of $62m-shd«ti- 
SKS 01 between tentttOm 

Zt'J'taT two3rewssot ^ V* * 

♦ 18 to toJect$«m intoKlos* 

ter Cruise by June 30 and to offer a secondary 

8®“ by December 3k The company 
tojrejo li st the shana on the New 


rod 




Milk 


' For the quarter, net facotna fell to 5106m. or 
88 cents a share, an sales of 5866m. compared 
with earnings & 5116m, or 42 emis, on sales of 
5742m. -• • 

The latest sales figmee tmaude the acquisi- 
tions of Rugby, a gemarios company bought to 
lata 1993, and Kodama, a Japanese drugs 

wiftfrft r iw-^wii-ad ftariy- fatf ywaf. 

During the quarter, alee of Cartfizam cardio- 
vascular products rose 8 per tent' to 5264m. 
while sales of Seldand anti-allergy drugs 
advanced: 90 percent, to 5T?9nklfartfeaytt»rfts 
a whofe/Cardtani safes rose i par cant and 
SeldanB sotaa fell T jwr ami. - 
Leering aside acquisitions^ X0H safes as a 
whole would have been 5 permeant down on a 
year before. . ■ 

Wife fee takeovers, h ^ i npopine fcr 1994 was 
5438m. or *LOT. against *LSV to 3993 

afteraSperueiftritetans^ 

Dow Chemicals to seO 
personal care side 

Dow 

care business, retnilfeK ln a'ffeate of 
before tea; - 

*Tbe sell fee 

bustees^was ia, feejfest 

ywrt fihal n . 

polls, consist of hafr ^are products bought 
from Lamm to 398?, tmdersach brand names 
as Style, Salon Style aiwf PHnnaSoft. 

Dow said it amounted for ’‘under a third” of 
sales info! consumer products division, which 
-.tastyear had turoovm of 584flm:. ; . 

Pacific Dunlop to take 
A$40m halfway charge 

Pacific Dunlop, the Australian manufacturing 
company, is making a A$40m (OStStm) charge 
on earnings for the December half-year to 
reflect the possible costs of faulty heart pace 
maker equipmcnl made by its US-based Tele©- 
ironie s s u bsi di ary, writes Bruce Jacques to 
Sydney. 

The announcement of the charge foDows a 
c lin ical study of pacemaker Tfce sus- 

pect units -.leads fitted to pacemakers in 
certain patients - were withdrawn from fee 
market late last year, but tests on all patients 
potentially affected are expected to take unto 
a year. ■ • 

Mitel advances to 
C$10.5m in thirdperiod 

Mitel, fee CTOmdianbased inteanaticmal tefe- 
communicatians equipment group, arid strong 
semiconductor and auto-dialler business 
largely offset tighter margins on PBX 
operations to the UK in the third quarter 
ended December 30, writes Robert Gibbons In 
Montreal. 

Net profit was C$msm (US$7.4m), or» mints 
a share, up from C$7 An, or 7 cents, a year 
eiuifer, on safes of C$i48m, up 15 per cent 

Nine-month profit also increased,- to 

Cgl7.foi, or 14 cents a share, after a Cffrri 
restructuring charge, up from CRS-Bnutor 18 
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COMPANY NEWS: UK 


Proposed deal underlines trend towards consolidation in European insurance sector 

Groupama offers £83m for Lombard 


By Ralph Atkina n London 
and Andrew Jack in Paris 

Caisse Centrale das Assurances 
Mutuelles Agricoles - Grou- 
pama - yesterday announced 

an £83m ($l298m) agreed cash 
offer for Lombard Insurance, 
the UK provincial insurer, 
in a move highlighting the 
trend towards consolidation 
In the European insurance 
sector. 

Tbe French insurance group 
is offering 233p in cash per 
share in Lombard, which was 
floated in May. That represents 
a premium of 37.1 per cent 
over Tuesday’s closing price. 


There is a loan note alterna- 
tive. 

Lombard was valued at £57m 
at the time of its flotation. The 
shares gained 61p yesterday to 

dose at 231p. 

Mr David Young, Lombard’s 
chairman, said the company 
was “conscious of being a 
small player in a large, compet- 
itive and cyclical Industry, and 
of having limited resources 
with which to develop and 
expand our activities". Grou- 
pama would give Lombard 
access to additional resources 
to exploit future opportunities, 
he said. 

The smaller UK insurance 


companies are expected to 
come under increasing 
pressure in the next few years, 

as price competition Intensi- 
fies in many non-life product 
lines. 

Yesterday's announcement 
follows last year’s purchase by 
Union des Assurances de Paris 
(UAP), the large French insur- 
ance group, of UK-based Pro- 
vincial Insurance. 

Funds managed by Electra 
Kings way have agreed to 
accept the offer in respect of 20 
per cent of Lombard’s issued 
share capital. Altogether, irrev- 
ocable acceptances so Ear total 
24.4 per cent 


Groupama has a large net- 
work of local mutual organisa- 
tions which comprise the 
Assurances MutneUes Agri- 
coles, specialising in agricul- 
tural insurance. 

Since 1990. it has sought to 
expand into the larger Euro- 
pean countries - its ™m tar- 
gets are the UK, Spain, Italy 
and Germany. It already con- 
trols Sorema UK, a wholly- 
owned subsidiary of Sorema 
Paris, the F rench reinsurance 
company. 

Lombard also announced 
results for the six months to 
December 31 which showed 
pre-tax profits of £7Bra against 


£5.4m last time. 

Gross premiums written rose 

to £45m from £43. 7m in the 

same period, while mmingR 
per share were l38p against a 
pro forma 10.6p. The board 
approved an interim dividend 
Of 2.75p. 

Lombard has avoided the dif- 
ficulties incurred by companies 
in the London Insurance mar- 
kets by concentrating its com- 
mercial hnftg business on small 
and medium-sized business ch- 
eats. But it feces stiff competi- 
tion in tbe private car and 
household businesses, and by* 
sought to exploit niches such 
as motorcycles. 


Thinkin g small can bring big rewards 

Philip Coggan discusses the possible benefits of investing in smaller companies 


LEX COMMENT 

UK smaller companies 


The perceived wisdom that small companies 
should outperform in an economic recovery 
was borne out again in 1994. Total returns 

hum the Hoare Govett Smaller Companies 
Index, excluding investment trusts, were a 
negative 3 per cent, compared with a negative 
6 per cent from the FT-SE-A All-Share Index. 
But the 3 percentage point outperformance 
represents small compensation for the added 
risk of investing in small, less actively traded 
cnmpanipg. in 1993, the return on smalt compa- 
nies was 16 percentage points greater than the 
broader index. In addition, the risks of BmaT| 
companies are underlined by the 11 corporate 
failures within the HGSC index last year. 

Nevertheless, the outlook for 1995 appears 
positive. About 40 per cent of the HGSC con- 
stituents are in general manufacturing. As 
continental Europe pulls out of recession, 
export growth should strengthen their perfor- 
mance. The second largest sub-sector, prop- 
erty, fell 21 per cent last year but should 
improve as the rental cycle turns. Also the 
number of corporate collapses should decline. 

The average p/e ratio for the HGSC is 16, a 
small premium to the All-Share's average of 


Smaller companies 



15. But profits growth should outstrip the 
broader market The minnows suffered twice 
as many profit downgrades as upgrades during 
December. This was reflected in the under-per- 
formance of the HGSC last month. With higher 
operational gearing than the broader market, 
there is scope for recovery. 


T he small company effect is one 
which stock market watchers file 
in the “strange but true" cate- 
gory. Over a long period, shares in 
smaller companies outperform those of 
larger groups, whether they are in the 
UK, the US or Japan. 

Odder still, the smaller the company, 
the bettor the return. The smallest 200 
UK companies have returned an aston- 
ishing 34 per cent per annum compound 
(before transaction costs) over the past 
40 years. 

Some analysts can find a rationale. 
They argue that the growth prospects 
of smaller companies are much greater 
than those of their larger brethren, 
because it Is easier to double the turn- 
over of a £20m company than one with 
EZbn. “Elephants can’t gallop”, as the 
saying goes. 

Furthermore, small companies are 
less well researched than those in the 
FT-SE ioo index, which have hordes of 
analysts poring over their balance 
sheets. There should be more scope to 
find a bargain among enmpaniwg which 
are ignored by the City. 

In the UK, empirical proof of the 
small company effect was first provided 
in 1987, when brokers Hoare Govett, 
together with Professors Paul Marsh 
and Elroy Dims on from tbe London 
Business School, launched a smaller 
companies Index. By backdating the 
data, the academics were able to show 
that a portfolio of smaller companies 
had outperformed the FT-SE-A All- 
Share Index since 1955. 

But one of history's little ironies then 
took effect Once a market anomal y has 
been noticed and measured, it seems to 
cease to be true. Before 1987, there had 


been only one occasion when the shares 
nf *man companies had lagged the gen- 
eral market for two consecutive years; 
but in the four years from 198992, domi- 
nated by recession and high interest 
rates, they underperformed. 

Britain’s departure from the 
Exchange Bate Mechanism seemed to 
mark a turning point. In 1993, the Hoare 


(HGSC). which covers just under 1,400 
companies with capitalisations of less 
than £246m, produced a total return of 
44 per cent against the All-Share's 28.4 
per cent 

The latest annual review from Hoare 
Govett, published yesterday, showed 
that smaller companies also managed 
to outperform in 1994. Last year, the 
total return from the HGSC was -4.1 per 
cant, while the All-Share generated a 
loss of 5.8 per cent However, all the 
outperformance occurred in the first 
five weeks; from early February 
on w ards, tha mniy companies index 
lagged behind the general market 

However, the recent recovery has yet 


to mflirft up for the damage done by the 
recession. If dividends are excluded, the 
Hoare Govett index is still below its 
September 1987 level. 

Fart of the problem was the enthusi- 
asm for small company stocks gener- 
ated by fund managers' awareness of 
the Email company effect; in the first 
minp months of 1987, the HGSC rose by 


mare than 70 per cent. 

Just as the demand for small com- 
pany stocks drove up the price of such 
fflitpiid securities in the bull market, so 
the crash of October 1987 left investors 
with holdings they did not want The 
recession, which particularly hurt Email 
companies with high debts and UK- 
based customers, added to the damage. 

F ears of a repeat may have caused 
some of the recent problems for 
smaller company shares. Mr 
Richard ffidtinbotham. smaller compa- 
nies analyst at S.G. Warburg, says the 
reason for the decline in the latter half 
of 1994 was the geperal view that 
smaller companies are more cyclical 


But one of history’s little ironies 
then took effect. 

Once a market anomaly 
has been noticed 
and measured, 
it seems to cease to be true 


Govett Smaller Companies Index 


than the blue chips. “The market is 
beginning to discount a recession at the 
end of 1996. and downgrades in smaller 
company profit forecasts have been out- 
weighing upgrades by around twD-to- 
one," he says. 

But, should economic growth con- 
tinue at 1994's rapid pace, small compa- 
nies could benefit Mr Alistair Whyte, 
partner of fund management group 
Aberforth, points out that small compa- 
nies are overweight in tbe manufactur- 
ing sector. Just under 40 per cent of the 
extended HGSC (excluding investment 
trusts) is in tbe general industrials sec- 
tor, compared with less than 20 per cent 
of the All-Share. 

Mr Jonathan Bartlett, manager of 
M&G's smaller companies fund, draws 
optimism from the fact that, in the 
third and fourth quarter of last year, 
small company dividends started to 
pick up after two to three years in the 
d oldrums He estimates that the annual 
growth of dividends in the third quarter 
was running at about 6 per cent 

Anyone buying intn small companies 
now Is paying a premium. Yesterday 
morning, shares in the FT-SE Small 
Cap Index (excluding investment trusts) 
were trading on a price/eamings ratio 
of 17.8 and a dividend yield of 387 per 
cent; the All-Share was on a p/e of 16.6 
and yield of 4.14 per cent 

But investors can take solace from 
the long-term record. Despite problems 
hi the last few years, the HGSC has 
paid a total return of 18.1 per cent a 
year since 1955, compared with 138 per 
cent for the All-Share. Investors may 
not be able to explain the small com- 
pany effect but while they earn higher 
returns, they probably will not care. 


Danka rises 
31% iD 
third quarter 

By Peter Pearse 

Pre-tax profits at Danka 
Business Systems, the acquisi- 
tive office equipment supplier, 
grew 31 per cent from £88 lm 
to £lL5m in Ms third quarter 
to December 31. Profits for the 
nine months rose 47 per cent 
to £328m pre-tax. 

Having peaked at 395p in 
January, the shares of tbe 
company, which is quoted In 
the UK but operates mainly in 
the US, slid 13p to 36fip yester- 
day. 

Operating profits in the 
quarter rose 38 per cent to 
£128m (£9 .25m) on turnover 
up 39 per cent at £128.7m 
(£92. 5m). Stripping out 
acquired businesses which 
contributed profits of £360,000 
on turnover of £178m, organic 
profits expanded 34 per cent to 
£12.4m on turnover up 20 per 
cent at £1108 ul 

The 12 companies acquired 
in the three months should 
have annualised sales aS $60m. 
They included American Busi- 
ness Equipment, which has 
annual sales of $16m, bought 
for 37.6m. 


Brands strength 
helps WH Smith 

By David Blackwell WH Smith 


A combination of good s ummer 
weather, the rail strike and a 
lack of consumer confidence 
held the first half rise In prof- 
its at WH Smith, the retailer, 
to 1 per cent 

Pre-tax profits for the 26 
weeks to November 26 were 
£45 2m (3708m), compared with 
£44.7m. Sales were £l.22bn 
(£1.14bn), and gross margins 
were flat at 32 per cent. 

Sir Malcolm Field, chief exec- 
utive, said the strength of the 
group's brands had helped 
raise sales. However, the 
build-up to Christmas did not 
start until December, when UK 
retail sales rose 7.3 per cent 

Operating profits rose from 
£47.1m to £5L2m, including 
Virgin Retail, previously an 
associate company, now a sub- 
sidiary. However, operating 
profits from retailing in the UK 
and Europe fell from gg-im to 
£29.8m, mainly because of a 
£L9m decline in the pension 
credit and the cost of adding 
110,000 sq ft of space. Retail 
sales edged ahead to £6402m 
(£629m), with music and video 
the strongest contributors. 


Share price relative to the 
FT-SE-A Afl- Share Index 
105 - - 



1992 83 94 OS 


Source' FT Gnphtto 

US retail sales were ahead 8 
per cent to £112 ,5m, but the 
operating profit eased from 
£4m to £3.8m. At constant cur- 
rency rates the profits would 
have been level 

Like-for-hke sales in Decem- 
ber were 58 per cent up. The 
group claim ed 40 per cent of 
the market for the best-selling 
videos Jurassic Park and Snow 
White that month. 

Profits forecasts of about 
£180m this year and £140m 
next give a prospective multi- 
ple of 13. 



ING plays a leading role in Emerging Markets Banking, building bridges between the 
emerging and developed markets of the world. Through substantial, specialised trading and 
market-making teams in New York, Sao Paulo, London, Amsterdam, Hong Kong and Tbkyo 
we are continuing to expand our primary market activities - building on our established strength. 


ING Bank is part of ING Group, the largest financial institution in the Netherlands. 
Based on the strength of ING Group, ING Bank is playing an increasingly important 
role in the international capital markets. For ‘-t-vt/S n * 

more information, please fax: 31.205635673. 1 INI V_J JMsXi J IJxV JNI Ja. 
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Ex-Pru chief had until October 1997 to act 

Options time was not so tight 


By WSiam Lewis and 
John Gapper 

The 208,750 share options sold 
in October by Mr Mick 
Newmarcb, former ch i e f execu- 
tive of Prudential Corporation, 
which are at the centre 
of a Stock Exchange investiga- 
tion, did not have to start 
being exercised until October 
1997. 

Company documents show 
that the options which Mr 
Newmarch exercised and, sold 
on October 25 had exercise 
periods dating from October 
1993 through to April 200L On 
Monday the Prudential 

announced that Mr Newmarch 
had resigned and also disclosed 
that the Stock TErr-hange was 
investigating his dealings in 
Prudential shares. The com- 
pany arid Mr Newmarch had 
only gone through with 
the October share option trans- 
actions because he would oth- 
erwise have forfeited the 
right to a further grant of 
options. 

In a statement, the company 
Htpd a worsening relationship 
with regulators of UK retail 
financial services as the reason 
for Mr Newmarch's resigna- 
tion. 

It said it was concerned that 
dwtaflg of tha stock Exchange's 


Wardle 
Storeys 
$6.5m buy 

Wardle Storeys has gained a 
foothold to the US parachute 
market via the $&5m purchase 
of Para-flite, the New-Jersey 
based supplier to the US spe- 
cial forces. 

The consideration breaks 
down into S3m to be satisfied 
in ordinary shares and jam in 
cash Wardle win also assume 
debt to a maximum of yi-Sm. 

The US group specialises in 


probe would have emerged 
after Mr Newmarch's resigna- 
tion had been announced. It 
was only because of this rea- 
son that it had mentioned the 
share dealing s to its formal 
statement 

Mr Newmarch made a profit 
of £202,775 from exercising 
three batches of options on 
October 25. He exercised 84*500 
at 199p, 64,250 at 164p and 
60,000 at 236p. He then sold all 
of them into the market at 
296p, yielding a profit of 
£202,775. 

The next day Mr Newmarch 
was awarded a further 140,500 
options, exercisable at 296p, 
from October 1997. 

According to the Prudential, 
be was only granted these 
replac eme nt options after exer- 
cising the three batches the 
previous day. Mr Newmarch 
was entitled to hold share 
options worth up to four times 
Us salary, bat no more. 

“If he had not exercised 
those options, he would not 
have been gb to to on 
new ones,” the company said. 

It also emerged yesterday 
that Mr Newmarch’s share 
dealings bad been authorised 
by Prudential's company secre- 
tary and Sir Brian Corby, the 

phjtiiUiflTT 

They based their judgment 



Tony/Mm 

Michael Lawrence: formulated management's share dealing code 


on the directors' and senior 
management's dealing code, 
which was formulated by Mr 
Michael Lawrence, Pruden- 
tial’s former fjnanrg director. 

Mr Lawrence is now chief 
executive of the Stock 
Exchange. The exchange said 
yesterday it was continuing 
with its inquiry. A result is 
expected shortly, but the 


NEWS DIGEST 


military Ram Air technology 
parachutes ghnflnr to the GQ 
360 paradhute made by Ward- 
le’s subsidiary, GQ Parachutes. 
Through a subsidiary, Para- 
flite also provides oxygen 
systems for use in high alti- 
tude parachute descents. 

Marine Midland 

Marine Midland Bank, the US 
retail hanMng subsidiary of 
HSBC Holdings, rep o rte d a 32 
per cent rise in post-tax profits 
from $173- 2m to $229 Jm for 
1994. 

Mr James Cleave, president 
and chief executive, said the 
result was largely because of 


The Hedge Fund 

SICAV 

Luxembourg, 1 1. rue Aldringen 
R.C. Luxembourg N’ B 38 653 

Notice of Meeting 

Notice is hereby given that the Annual General Meeting of 
Shareholders will be held at the registered office of the Company 
on 13 February 1995 ar 1 1.00 ajn. with the following agenda: 

Agenda 

1. Approval of the report of the Board of Directors and of the 
report of the Auditor. 

2. Approval of the annual accouns as at 30 September 1994 
and allocation of the results. 

3. Discharge to the Directors. 

4. Re-eiecnonofthe Directors and of the Authorized Indepen- 
dent Auditor for a new term of one year. 

5. Miscellaneous. 

The shareholders are advised that no quorum is required for 
the items of the agenda and that the decisions will be taken at the 
simple majority of the shares present or represe n t e d at the Meeting. 
Each share is entitled to one vote. A shareholder may act at any 
Meeting by proxy. 

By order of the Board of Directors 


The Hedge Fund (£) 

SICAV 

Luxembourg, 1 1, rue Aldringen 
R.G Luxembourg N° B 40 694 

Notice of Meeting 

Notice is hereby given that the Annual General Meeting of 
Shareholders will be held at the registered office of the Company 
on 13 February 1995 at 2.00 pan. with the following agenda: 

Agenda 

1. Approval of the report of the Board of Directors and of the 
report of the Auditor. 

2. Approval of the annual accounts as at 30 September 1994 
and allocation of the results. 

3. Discharge to the Directors. 

4. Re-dcaion of the Directors and of the Authorized Indepen- 
dent Auditor for a new term of one year. 

6. Miscellaneous. 

The shareholders are advised that r>o quorum is required for 
the items of the agenda and that the decisions will be taken at the 
sample majority of the shares present or represented at dre Meeting. 
Each shore is entitled to one vote. A shareholder may act at any 
Meeting by proxy. 

By order of the Board of Directors 


The Hedge Fund ($) n 

SICAV 

Luxembourg. 1 1. rue Aldringen 
R.C. Luxembourg N® B 40 693 

Notice of Meeting 

Notice is hereby given that the Annual General Meeting of 
Shareholders will be held at the registered office of the Company 
on 13 February 1995 ar 3.00 pjn. with die following agenda: 

Agenda 

1. Approval of the report of the Board of Directors and of the 
report of the Auditor. 

2. Approval of the annual accounts as at 30 September 1994 
and allocation of the results. 

3. Discharge to the Directors. 

4. Re-election of the Directors and of the Authorized indepen- 
dent Auditor for a new term of one year. 

6. Miscellaneous. 

The shareholders are advised that no quorum is required for 
the items of the agenda and dial the decisions will be taken at die 
simpb majority of the shares present or represented a! the Meeting. 
Each share is entitled to one vote. A shareholder may act at any 
Meeting by poxy. 

By order of the Board of Directors 


growth in the bank’s core busi- 
nesses and continued tight 
control over expenses. 

Marley purchase 

Marley. the building products 
group, is taking a 63.6 per cent 
stake in Gemenc-Plast Mfian- 
yagfeldolgozG. a Hungarian 
maker of pvc building materi- 
als, for DM3Jm (S2m) rash 
The com pany has annual 
sales of about DM12m (87 An) 
and is safri to be mnciUrtanHy 
profitable. 

The stake is being acquired 
from Borsodchem. Hungary's 
main plastic raw materials 
manufacturer, which is retain- 
ing the bajapna 

Celltech 

Cell tech, the Berkshire bio- 
technology company, has con- 
tracts worth a total of £L5m 
($SL34m) with two large drugs 
companies - Zeneca of the UK 


exchange said it could not com- 
ment on the likely outcome, or 
timing. 

II it finds that Mr Newmarcb 
contravened its model rules for 
directors, it can censure him 
privately or publicly. Only if 
he was found guilty of a “wil- 
ful or persistent failure" to 
obey rules would stronger 
action be taken. 


and Japan's Chugai - and 
Ixsys. a California biotechnol- 
ogy company. 

All three deals have been 
signed by Celltech Biologies, 
the company's subsidiary that 
makes specialist biological 
materials called monoclonal 
antibodies. 

Berisford 

Berisford International, the 
kitchens and joinery group, 
said It controlled 99.S per cent 
of Welbfit Corporation, one of 
the largest commercial kitchen 
manufacturers in the US. 

The recommended cash ten- 
der offer for Welbfit has been 
closed; as at January 24, it bad 
received acceptances in respect 
of 5.1m shares (54.2 per cent). 
This combined with the Wei- 
bfit shares that Berisford has 
under option constitute 99.8 
per cent of Welbilt’s issued 
stock (92.6 per cent fully 
diluted). 


Allied 
Textile 
advances 
to £17m 


By Peter Pearce 

Contributions from its recent 
acquisitions enabled Allied 
Textile Companies, the textile 
manufacturer and processor, 
lift pre-tax profits 24 per cent 
from £ 13.7m to £i7m in the 
year to September 30. 

Operating profits an e ontto u- 
ing activities declined to 
£9.08m (£9.68m). However, the 
acquisitions - Cleyn & Tinker, 
a Canadian maker of worsted 
doth. Carleton Woolen Mills, a 
US maker of wool and wool- 
blend fabrics, and Coating 
Applications of the UK - con- 
tributed £5. Km on turnover of 
£45 .5 m, raising the total 52 per 
cent to £14-7m. 

Profits from fiTwnrfa) activi- 
ties were lower at £2 .3m (£4m). 

Mr John Cornu, chief execu- 
tive, said the UK had been “dif- 
ficult”. ATC had passed on raw 
material price rises - and 
could, for example, benefit 
from “mixing" bought forward 
and current price wooL 

The group was looking to 
raise profits via acquisitions, 
but probably without turning 
to shareholders. Two each tn 
the UK. continental Europe 
and the US were currently 
under review, Mr Corrin said, 
awH purchases could be to rugs 
or coating activities. 

A final dividend of &8p (8-3p) 
lifts tiie total to 13.6p (12jp), 
on earnings per share of 36. 3p 
(33.2p). Pre-tax profits for the 
current year are forecast at 
about £19m with earnings per 
share of about 38p (depending 
on the tax situation) for a p/e 
of 13.2. 


Sainsbury pays £290m 
for Texas Homecare 


By Tim Burt 

J. Sainsbury, Britain’s largest 
grocery chain, yesterday 
anmmnrpri a big expansion to 
do-it-yourself retailing by 
a g r eeing to pay Ladbroke 
Group, the leisure company, 
£290m ($45 0m) for Its Texas 
Homecare subsidiary. 

Mr David Sainsbury, chair- 
man, said the deal would trans- 
form Homebase, the group's 
DXY chain, into one of the 
country’s largest home 
improvement retailers with at 
least 260 stores and sales of 
more than £lbn. 

The deal, which has to be 
approved by the Office of Fair 
Trading, will be accompanied 
by a £5Qm investment to inte- 
grate Texas into Homebase. 

Mr Sainsbury said the cost of 
the merging the two busi- 
nesses would be offset by stock 
savings and rationalisation at 
Texas. 

Of the 238 stares Sainsbury 
is acquiring, 15 will be sold 
immediately while the com- 
pany reviews the potential of a 
further 40 which Ladbroke had 
earmarked for closure. 

Although job cuts were inev- 
itable, Mr Sainsbury said 


I Satosta, report* ■ M* 

«■* Writ® Kotatek 

Oram, Consumer Industries Editor. __ hr tlrr 
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cadre sales were up M per cent overall. 





Texas staff would be .offered 
alternative employment else- 
where in the retail group. 

The deal was, however, ques- 
tioned by some City analysts, 
who claimed Sainsbury was 
paying an excessive price for a 
company expected to make 
profits of about £8m in 1994 
and having margins of just LI 
per cent 

Rejecting their criticism. Hr 
Sainsbury said the price would 
be reduced to £270m by offset- 
ting Texas's unused capital 
allowances against its own tax 
liability. 

“Therefore for a total consid- 
eration if £270m we will be 
acquiring, after closures, at 
least 180 well located stores 
with a turnover to excess of 


£50002.” ha said. 

Ladbroke, meanwhile, said 

the disposal would help it to 
reduce its borrowings sharply 
and focus on its core holds, 
gaming and betting activities, 

•The price may appear high 
but I think Sainsbury will be 
able to justify it,” said Mr 
Peter George, chief executive 
of Ladbroke. ■■ 

The acquisition will push 
Sednsbury’s year end gearing 
up from 23 per cent to S3 per 
rqnt, equivalent to total group 
borrowings of almost £L2bn. 

The enlarged DIY group will 
have about 10 per cent of the 
UK market, and Mr Sainsbury 
«aHri be was confidant profit- 
ability at Texas could be 
improved rapidly. 


* 


Priest to petition Tate & Lyle resiry 


By Robert Taylor, 

Employment Edttor 

Today, for the third successive 
year, shareholders of Tate & 
Lyle, the sugars and sweeten- 
ers group, will have their 
annual meeting disrupted by 
US trade union officials 
demanding an end to a lock- 
out of 760 workers by AS 


Staley, its Illinois subsidiary. 

Officials of the United Paper- 
workers union, holding proxy 
votes, vrill be joined at. today's 
meeting to London by a Raman 
Catholic priest Fr Martin Man- 
gam He will present a petition 
signed by 400 religious leaders 
calling on Tate & Lyle to “live 
up to its responsibilities to the 
wider community”. 


Mr Pat Mohan, Staley's exec- 
utive vice-president, said "We 
still hope to negotiate a mutu- 
ally acceptable settlement.” 

In late 1992 Staley decided to 
Introduce sub-contract work 
and 12-hour rotating shifts in 
its corn-processing plant. 
When the workers refused to 
sign individual contracts they 
were locked out in June 1993. 
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US$500,000,000 
Guaranteed Floating 
Rate Notes Due 1996 

Notice is hereby given tint the 
rale of interest for the period 
23fd January 1995 to 24rh April 
1995 hoi been fixed at frS 
percent. Interest will amount to 
US 061.15 per US S1O.0Q0 Note. 
US SI6U.46 per US 5100.000 
Note and US $16114.58 per US 
51,000,000 Note, and will be 
payable on 24th April 1995 
against Coupon No: 4. 
HamK rnc Unnh limited 

Agent Bank . 


f BRITANNIA N 
BUILD ING SO CIETY 

Issue of op to 
£50,000,000 
Floating Rate Notes 
Due 2005 

bn accordance with the terns and 
cooditioas of the Notes, notice is 
hereby given that for the three 
month interest period from (and 
indtuSng) 2Stb January 1999 to 
(hot excluding) 25th April 1995 
the Notes win carry a rate of 
interest of 7J8S42 per cent, per 
annum. The relevant interest 
payment date wiD be 25 lb April 
1995. The coop 00 amount per 
ajxujno.oo Note win be 
£11210.62 payable against surren- 
der of Coupon No: 2L 
H aml imt Rank T Jmheri 
. Agent Bank , 





Soverayi (Forex) lid. 
24hr fonign Exchange 
Mcopin IxxSos FodSty 
Ce^e iiliw Prices 
DdlyfaxSsnn 

tiomn 9188 

foie 071-931 7114 


£80,000,000 
SaboedlDated Floating Rare 
Noces doe July 1998 

For the three months 23td Jan- 
uary. 1995 to 24th April, 1995 

the Notes will carry an mccresr 
rate of 7.375% per a nn u m with 
a coupon amount of GBP 
147-10 per GBP 8.000 Note, 
payable on 24th April, 1995. 

Nationwide Building Society 
n Ifcgfc— wAaWSM 
i wvdm the Irabu SiacfcEic faMg. 


Qj Bankers Trust 


Company, London AgcasBank 
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A MAJOR 
DEVELOPMENT 
IN THE 

BIRMINGHAM 

AREA 

TO IMPROVE 
YOUR 
STATUS 


Most manufacturing and 
certain service sector busineacs 
Investing in Birmingham cut 
now apply for the highest levels 
of gram assistance available 
in Great Britain. 

For fiiidier faltmtiaa contact 
The Businesi Location Service on 

0121 235 2222 
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and get the first 4 weeks free 


Take advantage of this special introductory offer and have the Financial 
Times personally delivered to your office every morning at no extra chaige 
and you can start the day fully briefed and alert to all the issues that influence 
or affect your market and your business. 

Hand delivery services are available in the centres of Bergen, Oslo 
Stravanger and Trondheim. 

Place your order now by completing the coupon below and faxing it to 
us on +46 8 79179 60. 
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China’s problems 
seen halving 
copper imports 


By Kenneth Goodhg, 

Mining Correspondent 

China’s copper imports this 

year would drop by more than 
half fr am the 1994 level and 
this would have a knock-on 
impact in other Asian coun- 
tries, Mr Simon Hunt, chair- 
man of the Brook Hunt metals 
consultancy organisation, pre- 
dicted yesterday. 

A severe credit squeeze 
would cut China's industrial 
production growth from a 
reported 20 per cent to between 
6 and 8 per cent, while the 
country was likely to “turn 
inwards'' because of the politi- 
cal uncertainty arising from 
the imminent death • of Mr 
Deng Xiaoping, the Chinese 
leader, he added. 

Consequently, Brook Hunt 
was expecting Chinese imports 
of refined copper to fall from 
210,000 tonnes in 1394 to 100400 
tonnes this year. 

Weakening industrial activ- 
ity in China would be felt in 
other parts of Asia, not only 
because the area was th* mnfn 
supplier of copper to that coun- 
try but also because Asia pro- 


Unified Germany gets to grips with land problem 

Judy Dempsey finds a new optimism among exhibitors from eastern states at the Berlin agricultural fair 
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vided China with many semi- 
fabricated and fabricated jfa»mc 
mnfarfning - the metal. 

However, although China 
would have surplus refined 
copper, it was unlikely that it 
would export that metal thin 
year but would wait until the 
political uncertainties were 
over, Mr Hunt told the UK 
Association of Mining Ana- 
lysts. He estimated that Chi- 
na's own production of refined 
copper would increase from 
690,000 tonnes last year to 
735400 in 1995 and reach lm 
tonnes by the year 2,000. But 
its production of copper con- 
centrate (an intermediate 
material) would not Tnatrih that. 
and "China will be a big player 
in the copper concentrate mar- 
ket in futur e". 

Refined copper consumption 
in China, which fen by 15 per 
cent to 770,000 tonnes in 1994, 
was expected by Brook Hunt to 
remain stable this year. 

• Speculative selling hit cop- 1 
per prices at the London Metal 
Exchange yesterday afternoon. 
The three months position 
retreated $60 from an early 
high of $3,065 a tonne. 


I n the early years of Ger 
man unification, it would 
have been difficult to find 
exhibitors from Germany's five 
eastern states at Berlin’s inter- 
national Grttne Woche, or 
Green Week, the huge annual 
agricultural fair that closes in 
the capital tomorr o w. 

Over the past few days, how- 
ever, scares of exhibitors from 
eastern Germany have proudly 
shown off their wares, ranging 
from milk, dairy, and beer 
products, to every imaginable 
kind of worst "We have nearly 
overcome all our problems,” 
says Mr Rudolf Herold, spokes- 
man for the farmers’ associa- 
tion from the eastern state of 
Brandenburg. 

The gradual revival of east- 
ern German agriculture has 
been helped immensely by 
grants from the European 
Union, but also by a consider- 
able investment programme by 
the federal government, which 
has already invested more 
than DMi7.4bn (£7.2bn) in the 
region. 

More important, however, 
after five years of bitter wran- 
gling, agriculture in eastern 
Germany is stabilising because 
the vexed question of outstand- 
ing property rights is dose to 
being resolved. 

"If there was any (me prob- 


lem which plagued agriculture 
in the east, it was property 
rights," says Mr Otto Bammel, 

a Senior ftffirial at the mini air y 

for agriculture. 

Until unification, the 4.8m 
hectares of arable land In the 
five eastern states was divided 

into the Landwirtschaftliche 



Produktionsgenossenscbaften, 
or LPGs, the large co-opera- 
tives, and the VEGs, or the 
state farms, which accounted 
for about 15 per cent, or 1.2m 
hectares. 

After 1990, co-operatives’ 
members were given the option 
of reclaiming their land or 
remaining in the LPGs. But 
thte was more easily Raid than 
done. Under the c ommunist s 
the LPGs had run up huge 
debts. “It was not because 
their were unprofitable," says 
Mr B ammel. “It's just that all 


the profits had to be given to 
the authorities and any invest- 
ments had to be made on the 
basis of state credits.” 

As a result, the LPGs had 
accumulated debts of about 
DMSbn, which the federal gov- 
ernment has since picked up. 
But in tbs meantime, to raise 
additional cash , the members 
of the LPGs have had to lease 
out or sell some of their assets 
- shops, kindergartens and 
other ancillary mrHs that were 
once part of the LPG system. 

If the members of the LPGs 
had difficulties in making the 
transition to the market econ- 
omy, while at the same time 
adapting to European Union 
regulations for setting aside 
land, ths status of the VEBs 
has proved to be cub of the 
biggest challenges for the 
BWG, the organisation set up 
by the Treuband privatisation 
agency to privatise eastern 
German la nd . 

At first, in a bid to speed op 
privatisation, the BWG 
started selling plots of VEB 
land to private individuals. But 
it soon turned out that many 
western Germans were buying 
that land “This caused consid- 
erable resentment among the 
east Germans,” says Mr Bam- 
mp.i. “The eastern ers had no 
capital and no collateral and 


no chance to get credits from 
the banks. There was real ten- 
sion between easterners and 
westerners as a result” 

This scheme was soon 
dropped; and the federal gov- 
ernment the BWG tried 
to find a way of involving the 
eastern Germans. “We started 
i paging land to the easterners 
for a period of about 12 years, 
after which time they will have 
an option to buy," says Mr 
Bammel. 

T hen the real trouble 
began as former owners 
queued up to reclaim 
their land- Anyone whose land 
was confiscated by the Nazis 
between 1333 and 1945, has the 
right to compensation or resti- 
tution. The same right applies 
to those whose land was expro- 
priated by the communists 
between 1349 and 1990. How- 
ever, the former Prussian land- 
owners, whose land was expro- 
priated by the Soviet 
administration that ruled over 
eastern Germany between 1945 
and 1949. had until recently no 
right to any form of compensa- 
tion or restitution. An excep- 
tion was made for those with 

holding s smaller than 1QQ hect- 
ares. 

During the 1945-19 period the 
large estates were either bro- 


ken up and given to German 
settlers who had lied from Rus- 
sia and eastern Europe, or else 
turned over to the VEBs. 

During the past five years 
some of these former owners 
tried to rent land from the 
BWG. or indeed quickly to get 
back their land before the 
BWG was set up in 1990, 
which eastern Germans often 
resented. “The BWG’s 
attempts to privatise the VEBs 
was hindered by the fact that 
these former owners insisted 
that property should be treated 
equally before the law, and 
that therefore they should 
have the right to either com- 
pensation or some restitution,” 
ex plains an agricultural minis- 
try official. 

After many attempts to draft 
a law allowing compensation 
to former owners the federal 
government late last year 
finally agreed on a system 
whereby the 1945-49 former 

owners would have some lim- 
ited right to compensation, and 
the right to buy and rent land 
in eastern Germany. 

"This law, called the Aus- 
gleich, essentially gives east- 
erners and westerners more or 
less the same rights to rent 
and buy land from the BWG," 
says Mr Bammel. 

In most cases, these former 


owners can only claim - 
through buying - 10 per cent 
of land, but not their original 
innri because eastern Germans 
have been farming it for the 
past 40 years. They also have 
the right to buy, at a small 
reduction, land from the 
BWG. For their part, the east- 
erners can buy land at about a 
third of the market price. 

With the new Ausgleich law, 
however, the BWG has discov- 
ered that it does not have 
enough land to meet the 
demand from easterners and 
westerners. Nor can it decide 
to whom it should sell the 
land. 

To overcome the first prob- 
lem, the BWG is now selling 
forests as welL And it intends 
to judge any new potential 
owner on the basis of his or 
her investment plans. "But we 
are still waiting for a law to 
implement the Ausgleich regu- 
lations," says Mr Bammel. 
That law is due later this 
spring. "And once that is 
passed, most of the property 
rights should be solved,” he 
adds. "We are slowly on the 
road to recovery." 

“I can hardly wait for when 
things will be normal,” says 
Mr Herold, sitting at his Bran- 
denburg stand at the GrOne 
Woche. 


Forestry status boost forecast 
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By Deborah Hargreaves 

The entry of Sweden, Finland 
and Austria into the European 
Union has donbled the region's 
woodland nhnnH raise the 
status of the forest industry, 
which has previously been 
seen as a low priority, accord- 
ing to the Swedish Forest 
Industries Association. 

"The forestry industry must 
co-ordinate its lobbying efforts 
to get EU politicians and the 
Commission to focus on the 
sector's needs,” Ms Marie 
Schrewelius, director trf inter- 
national: relations, told a con- 
ference yesterday. 

Forestry officials are con- 
cerned about the support for 
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ecological taxes, including a 
virgin ma terials tax, at an EU 
level, as the pulp and paper 
industry suffers from a bad 
public image. 

The importance of the for- 
estry industry in countries 
such as Sweden and Finland, 
where it was responsible for 20 
per cent and 40 per cent of 
export revenues, respectively, 
should force the EU C ammis - 
sfon to take it seriously, Ms 
Schrewelius said. 

The EU’s expansion this year 
makes the region 75 per cent 
self-sufficient in timber from a 
previous level of 40 per cent 
and 95 per cent self-sufficient 
in paper and paperboard. It 
Increases EU consumption of 


pulp from 17m tonnes to 34m 
and production will grow from 
9m to 29m tonnes. 

Nordic countries are expec- 
ted to add their weight to the 
environmental debate in the 
EU, but the drive towards 
recycling is also likely to be 
affected by the influence of the 
forestry industry which wants 
to sell virgin film. 

Mr Per Jerkeman, consultant 
at Jaakko Pfiyry group, said 
public opinion about the desir- 
ability of recycling as much 
paper as possible should be 
changed. Utilisation of recy- 
cled fibres should be high, "but 
not so high that reforestation 
is diminigTipd or prevented and 
paper quality impaired”. 


MARKET REPORT 

Coffee retreats 

Lo ndon Commodity Exchange 
COFFEE futures prices gave up 
earl; gains yesterday after- 
noon following a weak opening 
in New York. 

The March delivery contract 
fen $48 on balance to $2400 a 
tonne, its lowest level since 
January 18 , having been as 
high as y? ,.R 82. 

COCOA fixtures presented a 
mirror image of the coffee mar- 
ket, following New York 
higher after shrugging off 
early losses. 

The March price ended up 
£10 at £993, having traded as 
high as £1402 and as low as 
£977. 

Compiled from Renters 


End to EU farm policy uncertainty urged 


By Caroline Southey in 
Brussels 

Experts at the forefront of the 
debate on reform of the Euro- 
pean Union's Common Agricul- 
tural Policy yesterday called 
for clarity and an end to uncer- 
tainty for Europe’s farmers on 
what changes would be needed 
flhpari of enlargement to the 
east 

Addressing the issues from 
the same platform for the first 
time were Mr Henri Nallet, 
who co-authored a report for 
the agriculture directorate, Mr 
Arne Larsen, responsible for a 
second commission report and 
Professor Allan BuckweU, one 


of four academics to produce 
studies earlier this month for 
Sir Leon Brittan. 

Mr Tarry Wynn, a Member of 
the European Par llamne t and 
spokesman for the socialist 
group on budgetary affairs, 
aim addressed the seminar on 

“CAP reform in the light of 
enlargement" organised by the 
Centre for European and Pol- 
icy Studies in Brussels. 

The authors repeated their 
earlier park for changes to the 
CAP ahead of enlargement, but 
said reforms would be intro- 
duced over a long period. 
“Nobody believes there will 
never by any more reform. But 
most expect this process to go 
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581* 

-OH 

582* 

580* 16070 938 

139,517 21061 


■ SOYABEAN OL CBT (60,000139: canta/to) 


56,1 S 10008 


PRECIOUS METALS 

■ LONDON BUUJON MARKET 

(Prime suppled by N M Rothechfcfl 

Gold (Troy oe.) SpriC* E aqiriv. 

Close 38100-88100 

Opening S81 .80-382.00 

MomeVfe 381-70 mBB7 

Afternoon fix 381.45 239.134 

Day's H*n 3&10CW820O 

Day’s Low 38000-38000 

Previous doaa 361.5M81.aO 

Looo LM Mean Oeld Londinfl Aria* (V* USS) 

1 m on th 4* 0 months . — .i -m - i 


pita etangi Up In U M 

m 144.75 -105 14705 14400 39.146 12.149 

Mar 14700 -105 14905 14825 71096 7029 

Apr 14700 -100 149.75 14708 14030 3003 

tay 14800 -105 15005 147.70 3054 77 

JM 14800 -100 15105 14805 8071 1064 

Jri 15005 -100 15205 15005 2088 232 

Trie! 97019 25015 

■ NATURAL QAS HYMEX (10000 nrBhu StaiUBnJ 

Lriari Da ft Opea 

price c taqe ri«b Lm tat Vat 

Mr 1A20 +0035 1.420 1060 4016 42088 

Apr 1.450 +0017 1A5D 1A0D 30062 14,147 

tay 1405 +0017 1495 1-450 13006 3054 

Jm 1035 +0022 1035 1000 11,430 BS3 

Jri 1070 +0022 1070 1040 10070 824 

Jta 1090 +0022 1580 1065 10087 738 


Mr 

2641 

-006 

2870 

2607 

36038 16590 

tar 

2541 

-615 

25.70 

25.40 

21009 

3028 

Jri 

2501 

■613 

7S.2P 

2500 13.745 

1006 

AM 

2478 

•000 


2477 

4010 

432 

sw 

2450 

-605 

2480 

2400 

4099 

117 

Oct 

2405 

-005 

2435 

2435 

6265 

57 

Triri 





93007 18084 

M SOYABEAN MEAL CBT (100 tons; Steal) 


Mar 

1567 

-62 

1800 

1560 

37030 

7219 

May 

1620 

■64 

1620 

1610 21047 

3050 

Jri 

1854 

-66 

1882 

165.1 

17044 

2.12 

am 

1670 

-04 

1670 

1670 

5057 

180 

Sop 

1690 

-00 

1700 

1690 

3084 

54 

Oct 

1767 

-65 

- 

- 

6027 

59 

TMri 





97088 13082 

M POTATOES LCE (E/tcnra) 




tar 

tmn 

. 

. 

. 

. 

. 

Apr 

3680 

+152 

36&0 

350J) 

1058 

215 

tar 

■man 

■v«L 5 

- 

- 

SB 

- 

Job 

2500 

- 

- 

- 

- 

- 

Trial 





1,117 

215 

M FW3GHT (8IFFEX) LCE ($1Q/indBX print) 


j. 

2005 

-5 

2010 

2010 

771 

ID 

Feb 

1020 

+25 

1935 

1B80 

35B 

134 

—nr 

1902 

+Z2 

1900 

1875 

235 

8 

Apr 

1874 

+25 

1875 

1840 

1.468 

47 

Jri 

1685 

+45 

1685 

1640 

452 

38 

Od 

1895 

+20 

1685 

1680 

347 

33 

Trial 

Oom 

Pra* 



6714 

298 

an 

2018 

2S32 






■ COFFEE ■C’ CSCE P70OO2*; ccnla*^ 

Ur 16040 -100 187.00 1B40O 14083 8064 

Mm 16800 -085 189.15 18825 9019 1002 

Jri 16706 -045 18075 18700 4088 502 

Sap 167.70 -070 17000 167. 70 2020 27 7 

Dae 16700 -080 18900 18700 3,182 137 

Ur 16800 -055 0 0 204 28 

Ittri 34,70411088 

■ COFFEE (ICO} (US cants/pouncfl 

Jm 24 Price Prev. day 

Comp. Ml 16209 15500 

15 dayanaoe 15134 15121 

M No? PRSflUM RAW SUOAR LCE (centeAb^ 


Mar 

1475 

-630 


- 480 

tar 

1477 

-023 


- BflO 

JU 

1440 

- 


- 300 

Oct 

1303 

- 


- 

Jan 

Trial 

1105 

■ 


10* 


10087 738 

148038 87,161 


2 months —— 

3 months 
SOvar Fix 
Spot 

SmoMhs 
6 months 
1 year 
Odd Caine 
Krugerrand 
Maple Leal 
New Sovereign 


4.7B l2monl 

SlOO 

pAroy ce. 
30095 
305.60 
31070 
32305 
5 prica 
382-385 
382.10^9400 
1 8942 


l 2 montts 820 


■ UNLEADED GASOLINE 
HHB( (42000 USma&itiUStpfcJ 

Itari Dm 

pda donga Bgh Lee 


US da aqriv. 

M 

67.10 

•630 

5675 

67.10 15036 11082 

481.25 

tar 

5500 

-614 

5700 

6570 18009 

80Z7 

48625 

Apr 

3700 

- 

SMB 

5705 14026 

3028 

486.15 

tap 

5700 

- 

3700 

5700 8026 

758 

515.10 

Jm 

/wm 

+620 

5705 

5670 3,707 

345 

£«$*/. 

239-242 

04- 

Triri 

5670 

" 

“ 

- 1 AM 27 

87006 230IB 


Nuts & Seeds 

1994 crop prices, llSS/tnnna. tram KunJcta 
Group. feanlBn ptat ad tlna 28/30 raws, m snafl, 
$3050 free on nude. Hambug. Markar movkig 
ahead atroogly. wtth banian supply very UtfiL 
US almonds, riwBed. 10® (nnnparefl suprema 
- nutfarown ridn, outara unscratdted) 53,760 
free riongridn at eam ar, CaBfemla; My study. 
US wafauts, snekd. Ight halves, pieces 20* 
$4080 FAS. Cat My dandy witti dodo eub- 
snerttafly depleted Bwesshra rdn ta stil caus- 
ing transport problems and concern about 
mkl-Frinary almond bloom, moan caehews. 
raw, W320, $5,100 eJU mam European ports: 
about steady. Uatah hazelnut hsmris. 13/16 
standard H 53.700 eSf MB*; st e ad ier - hraei 
eupflaaer seeds, raw, Smm-plus, $2,050 cU 
MB>. market stestfer- Snow wW» Ruedan 
purnpMn seed $2,300 c$f MB*, frm. Sawna 
seed, 390% nnfcnd, $1,100 FOT Holandi *m. 


M WHITE 8QGAH LCE ffrionnel 

tar 40140 -300 4080 4020 11456 1075 

MW 397.40 -170 401.1 3960 6021 1081 

Am «e>Bi -100 3860 «p h 469 

Od 35400 -100 3960 3540 1138 223 

Dec ST1.1D -OGD 3520 3500 138 15 

tar 34610 -000 458 

Total Z70BB 3,183 

H SUGAR tr CSCE (1120008a; oanta/fco) 

Uar 1403 -007 1405 1447 5506B 7,470 

Bay 1447 -024 14.70 14^5 46,864 4020 

Jri 1177 -006 1196 1175 21410 1.460 

Od 1111 -616 1305 1111 33012 3SE 

tar 1200 -004 1172 1208 8027 51 

tay 1168 -689 1200 1200 1453 40 

Tetri 17800313028 

■ COTTON NYCE SOOOabs; oenta/lba) 

Bar 8205 - 92.70 9105 Z70O9 4,188 

Hay 9100 +607 9105 9065 1ft 725 1066 

Jri 8145 +005 89.70 B612 11,114 722 

Od 8650 -610 8000 8005 3023 331 

Dec 7405 -618 7470 7400 13002 792 

tar 75.45 -620 7505 7140 422 38 

Tetri 

M ORANGE JUICE NYCE (IShOOIbe; cortsAbsj 

Mar 10808 -105 18200 10000 18012 753 

tay 10305 -000 18650 10308 3,157 177 

Jri 18700 *00 10610 10700 90S 62 

Sap 11653 -100 11675 11675 2013 IB 

Ita 10110 -1.45 11008 10800 1,800 

Jn 11615 -1.40 - - 728 B 

TMri 28,185 1029 


VOLUME DATA 

Open Manaa and Vahane ckda shown tor 
contracts traded on COMEX, NYMEX, CBT, 
NYCE, CME. CSCE and tPE Crude OS m one 
day In arrears. 


INDICES 

IK REUTERS (Base 18/8/31*1001 

Jan 25 Jan 26 month ago year ago 
228&1 22870 22348 1711.4 

■ CB8 Futursageae: 1967=100) 

Jen 34 Jan SO month aga year ago 


Frit 

46325 +6050 46475 46150 

8001 

2004 

Apr 

40525 +6150 466S0 40258 15097 

2039 

Jm 

46950 +6250 46050 46500 

7.134 

S41 

am 

44875 +6325 44900 44450 

1030 

129 

Dct 

42050 +6300 42.100 41.600 

1046 

144 

Oac 

42.750 +0200 42-750 42S50 

1JW 

88 

Triri 


3704B 

7,177 

M PORK BBUES CME (4O0OOtoa: oants/bs) 

Fab 

43050 -6100 44200 42500 

3015 

1054 

Mar 

43075 -6475 44575 4X400 

6138 

1.145 

■W 

44750 -6500 45750 44050 

1090 

705 

Jri 

46200 -0075 46500 45400 

1044 

115 

/Mg 

43000 -6100 44400 4X450 

234 

23 

ftb 

52100 +6150 52100 51000 

47 

19 

Trial 


1Q.T78 

3042 


LONDON TRADED OPTIONS 

Strike price $ tome — Cals Puts — 

M ALUMINIUM 

(B9.7S) LME Apr Jd Apr Jd 

2100 IS ZOB 7Q 117 

2160 103 157 117 166 

2200 96 117 178 223 

M COPPER 

(Grade A) LME Apr Jul Apr Jri 

2900 148 - 123 

3000 134 104 SO 177 

3100 06 - 130 - 

MCOFFSLCE Mar M$y Mar May 

2700 154 241 51 167 

2750 123 215 70 181 

2600 98 192 93 208 

■ COCOA LCE Mar May Mat May 

950 61 78 8 28 

975 34 B2 18 39 

1000 21 49 28 51 

■ BRENT CflUDE PE Apr Jul Apr Jri 

1600 88 102 30 58 

16SO 57 88 47 83 

1700 33 48 77 104 

LONDON SPOT MARKETS 

M CBUDE Od- FOB (per banel/Map +or- 

□ubn) $1618-6211 -0.17 

Brent Band (dated) $1 608-600 -003 

Brant Blend (Mar) $1670-672 -001 

W.T1 (1 pm ad) $1808-8091 -0025 

H OB- PRODUCTS NWEprorpt delivery CTF (tome) 


Premium GasoDne 
Gas OB 
Heavy Fuel OB 
Naphtha 
Jet fuel 


Odd (par troy 02)4 $38105 -035 

saver (per troy oi)4> 481.5c -&0 

Platinum (per troy ozj $41100 +00 

Pella riKim {per tray osj $157.75 4*25 

Copper (US prod.) 1484c i2 

Lead (US prod) 4205c 

Tki QGata Luripu) 1604m -008 

Tto (New Yorir) 3030c 

Cattle <9va wrighqt nasep -676- 

Sheep ghre weiflWrr* 12O09P +308* 

Pigs (he weigh!) 83J34p +G.4T 

Lon. day sugar (raw) $3810 -20 

Lon. day sugar (wta) 54060 -70 

TMe & Lyle export £3400 -2 JO 

Barley (Eng. faad) £1100 +65 

Maize (US No3 Yritow) ET141J) 

Wheat (US Dark North) £1650 

Rubber fttiff HBJSOp 

Rubber IlSDOp 

Rubber (KLRSSNol JU) 447.0<n +30 

Coconut 0« (Plfl)9 S8260y +10 

Prim CM frMtyJS S6460u +10 

Copra (PhUi $385- Oy 

Soyabeans (US) £lB60q 

Cotton Outtoek'A' Mac 07.75c +615 

Waritepe <B4s Super) 507p 

E p*r tom urton edwrata riated. p paoeo/Ko. o cemarto. 
r rinoBtac. m Halayilan oarra/te. 1 Mo. y FariMr. v Feb- 
q WUr ¥ Lcndon FhytalTtaF fctadta. f Briton 
iwfcat dow. ^ Swap fthn wright pttaN). * Cnango on 
twak C Prioec are lor (various day. 


on over a long period of time. 
There will not be a big bang,” 
Mr Larsen said. 

Mr BuckweU warned against 
polarising opinion in the 
debate on reform and "driving 
groups into comers”. He said a 
review was necessary because 
an enlarged EU had to address 
how best to arrange policy for 
nearly 16m farmer, not 8m as 
now, as well as millio ns of new 
consumers. 

Mr Michael Tracy, director of 
Agricultural Policy Studies 
(APS) in Belgium who chaired 
the meeting, argued that ideas 
on changes to the CAP should 
“not remain the monopoly of 
the commission." He said a 


conference should be called 
with delegates from all the 
members states and numerous 
interest groups before the cam- 
mission prepared its report, 
expected later this year, on the 
policy implications of enlarge- 

nunt 

Mr Nallet called for a diversi- 
fied, sector by sector, approach 
to the problem so that farmers 
could be provided with a 
clearer orientation. 

Mr Wynn said it was unac- 
ceptable that the European 
Parliament had no control over 
CAP expenditure. In addition, 
he argued, social and regional 
funds should be used to sus- 
tain rural areas, not the CAP. 



CROSSWORD 

No.8,670 Set by QUARK 



ACROSS 

l Mad timekeeper? (60) 

7 Endlessly active means of 
travel (3) 

9 Group of players lacking 
essential for tennis (G) 

10 Vote by the way, we hear, for 
the conductor (9) 

11 Workers reps? None, left, sur- 
prisingly (9) 

12 First sign of humour, long a 
source at laughter? (5) 

13 Declaimed it in creed in error 

(7) 

15 Fix time far a beer (4) 

18 University going in for a cer- 
tain number (4) 

20 Fairly big blow with rig col- 
lapsing internally (7) 

23 Ola doctor in shelter next to 
church (5) 

24 Top of the pirns? (64) 

26 Make some holes and turn 
over for repeat (9) 

37 Bird with a good liftoff? (5) 

28 Fish in the Elbe (3) 

29 lime for a rest by side of 
river? (4,7) 


DOWN 

1 Plan to study church feature 
( 8 ) 

2 Shorten the agreement (8) 

3 Better in the open air when 
lacking oxygen, right? (5) 

4 Purified candle melted round 
beginning of evening (7) 


5 Cover about one round of the 
course (7) 

6 The field-marshal's cooking 
stove (9) 

7 Requires maiding but alright 
in the gun (6) 

8 Observe now and then to go 
up and down (6) 

14 A fine ime won't miss much 
(6-4) 

16 Company worker with it is 
unwavering (4.4) 

17 Sisk lines in court (3) 

19 The adjudicator drops chorus 
of song (7) 

20 Doctor in health cut going 
aroond in London district (7) 

21 See pal at sea go by (6) 

22 The car's essential carpet 
Rolls includes (6) 

25 Never ending scene in pub (5) 
Solution 8,669 
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INTERNATIONAL CAPITAL MARKETS 


Political doubts again depress Italian issues 


By Graham Bowtey in London 
and Usa Bransten in New York 

Political uncertainty continued 
to dog the Italian government 
bond market yesterday. 

Traders pushed prices lower 
after a vote of confidence 
underlined prime minister Mr 
Lamberto Dini’s fragile hold on 
power. The Italian March 
futures contract on Liffe fell % 
point after the vote, before 
recovering slightly. The yield 
premium over German bunds 
widened from 473 to 480 basis 
points. 

“Mr Dini survived the vote 
but his future is still fairly 
uncertain.” said Mr Kirit Shah, 
bond strategist at First Chi- 
cago in London. 

“There is further downside 


in the Italian mar ket." 

■ Elsewhere in Europe, gov- 
ernment bond markets recov- 
ered some ground after falling 
in early trading to finish 
slightly ahead on the day. 

In the UK, the first auction 
of ultra long-dated gilts for 
almost two years was success- 
ful, providing an early boost to 
prices. The £2bn issue of 20- 
year gilts, which offer an 8 per 
cent coupon, was covered 1.79 
times, with a tail - the differ- 
ence between the highest and 
the average accepted yield - of 
zero. 

A spread of only one basis 
point between the highest and 
lowest accepted price bids was 
an indication of the strong 
demand for the long- 
dated bonds, analysts said. 


Dealers said that pension 
funds, insurance companies 
and other institutional inves- 
tors bought a large proportion 
of the gilts. 

The long gQt future was up 
£ at 100% in late trading. 

GOVERNMENT 

BONDS 


■ German government bonds 
moved higher in afternoon 
trade after bund futures on 
liffe met with significant sup- 
port at the 89.30 level. 

Slightly lower-than-expected 
regional consumer price data 
provided a small boost to senti- 
ment. But market attention 
continues to be occupied by M3 


money supply data, due to be 
released soon, and next week's 
FOMC meeting in the US. 

In late trade, the March bund 
future on Liffe was up 022 at 
89.72. 

■ The weakness of the krona 
on the foreign exchang es a nd a 
poorly-received auction of 
SKr7.5bn long-dated bonds 
pushed Swedish government 
bond prices lower. 

Yields rose to 11.15 from 
11.07 per cent and the spread 
against German bonds widened 
by 9 points to 353 baas points. 

fl US Treasury prices were 
mostly flat yesterday morning 
as traders watched for hints 
of interest rate policy in 
testimony by Mr Alan Green- 


span, chairman of the 
Federal Reserve, before two 
Congressional committees. 

At midday, the benchmark 
30-year Treasury was up £ at 
95& to yield 7.919 per cent At 
the short end of the market, 
the two-year note rose & to 
to yield 7.534 per cent 
In testimony to the Senate 
Finance Committee. Mr Green- 
span would not say whether 
the Fed would put rates up at 
the meeting of its Open Market 
Committee next week. Consen- 
sus on Wall Street was that the 
central bank would raise rates 
by 50 basis points at the meet- 
ing due to begin January 31. 

Adding to downward pres- 
sure was the new supply to 
come from an afternoon auc- 
tion of Sllbn in five-year notes. 


Investors await outcome of FOMC meeting 


By Martin Brice 

Investors are sitting on the 
sidelines until the Federal 
Open Market Committee In the 
US on Tuesday, slowing euro- 
bond issuance. 

They fear the FOMC may 
raise interest rates, and this 
makes placing dollar paper dif- 
ficult before the meeting. 

Issuance in yen has slowed 
since the Japanese earthquake, 
and an auction of long-dated 

INTERNATIONAL 

BONDS 

UK government bonds yester- 
day made longer-dated sterling 
deals unlikely. This has left 
the D-Mark sector in the spot- 
light, with one syndicate offi- 
cial in Germany describing it 
yesterday as “a sort of safe 
haven”. 

However, he said: “The 
FOMC meeting is very critical 
for the D-Mark sector. We will 
foUow the US.” Arbitrage 
opportunities are difficult in 
the D-Mark sector, so syndi- 


cates expect any offerings to 
come from issuers which need 
D-Marks. Deals from L-Bank, 
Italy and Finland are 
rumoured to be in the market 

Yesterday saw a DM200m 
deal from ING Bank brought 
through joint books Bayer IS 
and Merrill Lynch in Frank- 
furt, which said the bonds had 
received a good reception from 
both retail and institutional 
buyers. The bonds were given 
a five-year maturity to attract 
both sets of investors, said 
MerrilL 

This issue was the first in 
D-Marks by ING Bank. It was 
brought at 23 basis points over 
the relevant bund, and when 
freed to trade widened out a 
tick to around 24. well within 
fees said MerrilL 

The European Investment 
Bank raised Ecu40Qm with a 
bond via joint books SBC and 
CDC, which said the five-year 
maturity was targeted to 
attract both retail and institu- 
tional investors. 

The issue was a move by the 
KEB to move its Ecu issues 
away from a purely retail 


NEW INTERNATIONAL BOND ISSUES 


Amount 

Coupon 

Price 

Maturity 

Fees 

Spread 

Book runner 

Borrower 

D-MARKS 

m. 

500 

% 

7.375 



% 

bp 


BIG Bank 

9956R 

Feb 2000 

O^SR 

*23(7%- 99) 

SayeriB/MerriS Lynch Bank 

ITALIAN URE 

LandwfetehalMcho Rentenbank 

I50bn 

11.00 

101516 

Mar.1998 

1.375 

. 

eCV San Paolo 

LUXBABOURG FRANCS 
DSL Finance 

5bn 

rero 

65.30 

Dec-2000 

1.375 


Cr£dK Europten 

Cregem mtemattonal BanWaJ 

2bn 

a 00 

102.65 

AugjaKM 

1575 

. 

Cregem mtema&onal Sank 

GBXOEO 

Zbn 

7.75 

102 55 

Dec. 1993 

1.625 

- 

BGL' Sargue Paribas Lux. 

PCU8 

Europsan Investmem Barbie) 

400 

925 

9956R 

Feb^OOO 

025R 

-7f97??i-CG| 

CCX^ Swiss Bank Corp. 

AUSTRALIAN DOLLARS 
Now Sth.Wa(as Treasury Carp. 

100 

J-50* 

89888 

Feb. 1998 

1575 

- 

riamura tnramaacnal 


Rnal tarms. rtorvcaHaWe unless stated. Yield spread fever relevant government bortt) a! launch 
•Semiannual coupon. R: fixed re-offer price: fees shown at re-offer level aj Long is coupon, cj Short 
to French govt ECU DATs. 


soare d by lead manager. 
?st coupcr. c) Spread rafales 


investor base, said SBC. The 
bonds were brought at a 
spread of 7 basis points under 
the relevant French govern- 
ment bond. 

The New South Wales Trea- 
sury Carp raised ASlOOm with 
a two-year issue sold at a deep 
discount through Nomura, 
which said the discount gave 
the bonds a yield to maturity 
of 9.64 per cent. The bonds car- 
ried a coupon of 4.5 per cent. 

LW Rentenbank visited the 


lira sector for the first time 
with LlaObn of bonds brought 
through joint books San Paolo 
and BCL which said a fall in 
the lira market due to the con- 
fidence vote in parliament had 
created swap opportunities. 

BCI said: “We waited for the 
outcome of the confidence vote 
and decided to launch the 
transaction." It said flow-back 
of bonds had been thin. 

A series of issues came in 
Luxembourg francs, all of 


LFr2bn or more, as a result of 
Bel mum's decision to set a 
BFr2bc minimum on Euro- 
bonds sold in the country. A 
record LFr385bn worth were 
issued last year, most sold in 
Belgian. 

The European B ank for 
Reconstruction and Develop- 
ment said proceeds of its five- 
year HKSoOOm bond brought 
on Tuesday via UBS had been 
swapped into floating-rate US 
dollars. 


OTC dealers study draft 

code of trading conduct 


By Laurie Morse by Chicago 

If the tenor of the draft 
“Wholesale Transactions Code 
of Conduct" being discussed in 
New York's financial commu- 
nity seems more than slightly 
defensive, it is for good reason. 

Traders in over-the-counter 
(OTC) markets have operated 
in a dubby atmosphere with 
few written rules, but with 
elaborate and well understood 
trade practices. 

OTC dealings in debt, foreign 
exchange, structured notes and 
derivatives have long been con- 
sidered games between equals 
where each party is understood 
to be jockeying for the advan- 
tage. 

However. OTC markets have 
broadened to include those 
whose trading is secondary to 
their main businesses, and 
their entrance, largely at the 
bidding of the established deal- 
ers, has confused relationships. 

This is most evident in the 
OTC derivatives field, where 
municipalities, medium-sized 
corporations, and pension 
funds are du cking out of losing 
trades, claiming in high-profile 
court cases to have been mis- 
led. poorly advised, or kept in 
the dark by the counterparties 
to their trades. 

US derivatives and securities 


regulators, in a precedent- 
setting case settled quietly dur- 
ing Christmas week, agreed 
with one of these plaintiff that 
dealers hold (and at times 
withhold) critteai information, 
and with this advantage must 
nssnmfl more responsibility for 
fairness in a trade. 

in fining Bankers Trust 
Securities $10m for fraud in its 
derivatives dealings with Gib* 

DERIVATIVE 

INSTRUMENTS 

son Greetings, a card and 
wrapping paper company* the 
Commodity Futures Trading 
Commission said the bank's 
advisory relationship with its 
client made it a commodity 
trading adviser, and hence sub- 
ject to CFTC jurisdiction and 
the agency’s anti-fraud rules. 

This decision, and pressure 
from client-counterparties who 
are seeking to revise terms of 
trades after the fact, clearly 
impressed (he group - mostly 
r dealers - who are crafting 
standards of conduct, which 
they call the “Wholesale Trans- 
actions Code” in an effort to 
clarify OTC trading ground- 
rides for newcomers whose 
main businesses are not trad- 
ing. 


Mr Lewis Tsai. 
vice-president 'fit Bank 
America, who is co-chairing 
the code-writing committee, 
said: “What we think .« bw* 
put down on paper is not some* 
thing new. It’s the way the 
majority of OTC pwtidiwnts 
already operate." ; . 

Specifically, the dealing com- 
munity is not anxious , to -be 

declared trading "advisors by 
the CFTC after the feet, partic- 
ularly if a client first repre* 
seats Itself as a soshWtofcd 
trader and then com es hack to 
ffal pi naivete in the courts. 

In an effort to discourage 
this, the 1 “code of conduct" - 
stfll in draft form, and intended 
to be purely voluntary u 
adopted - bluntly declares that 
every counterparty in a bi- 
lateral OTC trade Is equal, 
unless agreed otherwise in 
advance, in writing. . 

How palatable tins wffl be to 
end-users and regulators 
remains to be seen. Calling . a 
housflcftfc a tiger does not make 
it a tiger. However, the use of 
written agreements to define 

cu stome r/counterparty rela- 
tionships in advance is a step 
that, if adopted universally, 
could lighten some of the con- 
fusion. that surrounds cus- 
tomer responsibility in these, 
private-market dealings. 


Lift for Luxembourg franc sector 


By Richard Lapper 

New rules governing sales of 
eurobonds in Belgium are 
likely to improve the quality of 
issues denominated in Luxem- 
bourg francs, according to 
bankers active in this segment 
of the euromarket. 

A rule stipulating that all 
issues sold in Belgium must be 
BFr2bn or more in size is 
expected to come into effect in 
the next few days. 


It is expected to have a par- 
ticular effect on Luxembourg 
franc issues - whose average 
size last year was LFTLSbn - 
since Belgium has provided the 
biggest market for paper 
issued in the Grand Duchy. 

Local individual investors 
account for about three quar- 
ters of Belgian demand for 
Usembourg franc eurobonds. 

The revision was prompted 
by losses suffered hy local 
investors after two Issuers last 


y ear defa ulted on paper sold to 
local in ves to ^ according to 
bankers. 

Other imminent changes 
fryhidft a requirement that at 
looct three banks from Euro- 
pean Union member states are 
involved in the syndication^ of 
the i ffw 8 

Several other, modifications 
in Belgian regulations - 
i ncludi n g tighter rules an dis- 
dosnre by Issuers - were rig- 
nailed fast month. . 





0* 


P 51 



WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

Red Day's Week Month 

Coupon Date Price change YMd ago ago 


AustraTa 

9.000 

09/D4 

91.5900 

*0.680 

1040 

1029 

10.31 

Austria 

7500 

01/05 

995400 

*0.110 

7.71 

7.71 

7.71 

Belgium 

7.750 

10/04 

954400 

- 

8.45 

8^45 

8.35 

Carada * 

9.000 

12/04 

98.7000 

*0.100 

952 

9.50 

9.15 

Denmark 

7.000 

12/04 

865000 

_ 

956 

951 

8.78 

France BTAN 

8500 

05/98 

1015900 

*0550 

759 

7.60 

727 

OAT 

7500 

04/05 

95.4500 

*0300 

8.16 

8.13 

8.10 

Germany Bund 

7.375 

01/05 

98.3400 

*0.120 

7.54 

751 

750 

Ireland 

8250 

10/04 

823500 

*0.050 

8-7Bt 

8.7B 

854 

Italy 

9500 

08/04 

804100 

-0530 

1201 

1203 

1203 

Japan No 116 

4500 

06/99 

1035220 

+0540 

350 

357 

352 

No 164 

4.100 

12/03 

96.1780 

-0.030 

4.71 

4.67 

4,58 

Netherlands 

75S0 

10/04 

96.8500 

*a070 

7.71 

757 

757 

Portugal 

8575 

01/04 

825100 

-1.740 

11.64 

11.64 

11.81 

Spain 

10.000 

Q2/D5 

B8.7100 

+0.470 

11.84 

1151 

1155 

Sweden 

Bjxra 

02/05 

69.7700 

-0220 

11.16 

1053 

1052 

UK Gilts 

6-000 

08/99 

90-04 

- 

8.68 

8.60 

850 


6.750 

11/04 

87-02 

+2/32 

8.74 

856 

8.52 


9.000 

10/08 

102-10 

+2/32 

8.71 

854 

050 

US Treasury ‘ 

7.B75 

11/04 

100-03 

-1/32 

7.88 

7.71 

7.77 


7500 

11/24 

95-03 

-2/32 

753 

7.77 

014 

ECU (French Govt) 

6.000 

04/04 

835000 

*0.100 

8.64 

857 

060 
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Sh Two mono _ 

6% Ita narttL. 

5*2 3X1 


Tteasuy 80s md Bond YWtb 

5.18 Two jot . 


(toayav. 


550 TlneyOT- 
00} Rwyaw — 
657 10-year 
7JJ7 atHar 


750 

7.71 

755 

75S 
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BOND FUTURES AND OPTIONS 

France 

■ NOTIONAL FRENCH BOND FUTURES (MAHF) 


BUND FUTURES OPTIONS (UFFE1 DM250.000 pants tit 1G0«S 


Strta 

Price 

8950 

9000 

SOSO 


Mar 

Apr 

CALLS — 
May 

Jun 

Mcr 

PUTS 

Act Mr/ Jjn 

0.62 

0.58 

0.74 

o.es 

051 

1.06 152 1 3“ 

059 

041 

055 

0.E3 

0.78 

1 39 1.52 1 67 

053 

058 

040 

0.53 

1.12 

1.76 1 22 251 

Cato 16747 Pito 6S44. Preraua toy s epen on. CeSs trajil P-j- 'CS6'£ 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (RTF) FUTURES 
(LIFFE!' Lira 200m lOOths of 100*6 


Open Sett pnee Change High Low Esc vsi Open 
9938 99.41 -0.49 100 14 99.24 37749 SXCS 

9830 9836 -039 9830 98.60 122 is 2 

ITALIAN GOVT. BOND (BTPJ FUTURES OPTIONS lUFFEl Ura20Cm iCttrs c! ICC 1 ? 


Mar 

Jun 


Strike 

Price 

CA1 

Mar 

-LS 

Jun 


Mar 

■ PUTS - 

J-ri 

9900 

152 

1.95 


0.81 


2.35 

9950 

0.96 

1.71 


1.05 


265 

10000 

0.73 

1.49 


132 


293 

Eat vol ns. Cato 1677 Pus 1SS6 

Prevous cay'o oeen re.. Cans 22 OW p«cs 2SZES 

Spain 







■ NOTIONAL SPANISH BOND FUTURES (MEFF) 





Open Sea price 

Change 

High 

Low 

Est vcL 

Open in - . 

Mar 

8351 83.62 

+0.48 

8359 

8296 

54.427 

50.339 

Jin 

8292 83.35 

- 

8355 

8255 

482 

527 

UK 







■ NOTIONAL UK GILT FUTURES (UFFQ* £50.000 32nds of 100% 



Open Settprice 

Change 

High 

Low 

Esl vol 

Open InL 

Mar 

100-16 100-22 

+001 

100-30 

100-10 

85884 

68917 

Jin 

100-27 100-29 

♦002 

100-29 

100-27 

9 

574 

■ LONG GILT FUTURES OPTIONS (UFFE) £50500 64ths ol 100% 


Strike 




09 ITC _ 





rulb 


Price 

Mar 

Jun 


Mar 


Jun 

100 

1-19 

2-29 


0-39 


1-35 

101 

0-47 

1-57 


1-03 


1-63 

1Q2 

053 

1-27 


1-43 


2-33 



Open 

Sett price 

Charge 

Wgh 

Low 

Esl voL 

Open int 


Mar 

110.62 

110.74 

+0.18 

110.78 

11050 

1 12.784 

138.638 

Mar 

Jun 

109.80 

109.90 

*218 

109.84 

10948 

1522 

5522 

Jun 

Sep 

109.14 

10952 

*0.18 

109.14 

10850 

127 

1552 


■ LONG TERM FRENCH BOW OPTIONS (MA71F) 




US 


Ebl w A UaL Cato 7480 Puts 5107. Prevtoui day's open It, Cato 30894 Puts 47819 


Ecu 

■ ECU BOMO FUTURES (MATF) 

Open Sett price Change Ugh Low Est vd. Open ira. 
8056 80,64 +0.10 80.70 8032 2361 7.044 

8038 +0.10 .... 


Strike 

Price 

Feb 

- CALLS - 
Mar 

Jun 

Feb 

— PUTS — 
Mar 

Jun 

■ US TREASURY BOND FUTURES (CST) SI 00,000 32nde oM 0096 


109 

_ 



051 

057 

154 


open 

Latest 

Change 

High 

Low 

Esl vat 

Open Int 

110 

0.88 

153 

_ 

0.02 

053 

156 

Mar 

99-03 

98-28 

-0-07 

99-05 

98-22 

149,351 

381513 

111 

0.10 

0.67 

. 

058 

1.05 


Jun 

99-19 

98-12 

-0-07 

98-20 

98-07 

8556 

21553 

112 

113 

051 

051 

aio 

0.66 

041 


156 

- 

Sep 

98-00 

88-01 

-0-10 

98-01 

08-00 

352 

2550 


EsL wl tefcA Cato 18313 Pito 2S5S2 . Ponton day-* open bL. Cato 188508 Puta 187.101. 

Germany 

■ NOTIONAL GERMAN BUIO FUTURES (UFFEJ* DM250.000 lOOths of 100% 


Mar 

Jun 


Open 

88.47 

88.90 


Sen price Change 
88.61 4011 

89.02 4011 


Ugh 

88.73 


Low 

8858 

6837 


Esl vat Open fen. 
148828 199047 

76 5827 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
(UFFE) YIQOm IQQtte of 1QQ% _ 

Open CJoee Change High Low EsL vol Open W. 

Mar 10858 10858 10852 1418 0 

Jun 10731 10731 107.51 21 0 

- UWE Ifliw Idao boded on APT. AM Open manat Op. ere tor previous toy. 


UK GILTS PRICES 
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bdittl'iK 1096ft 
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Ml 10%pc 1997 

Ttgattpc 1997ft 

Eb* ISpc 1997 

Wipe 1988 

7*83 74*1998** 

TitttHiPe1B9S-eeft- 

14K 1996-1 

Iktal&fec'BBtt 

08013X1888 

Treat 9 %pe 1 988ft.. ..... 

EkO ISUoc 1899 

Trees 10*ipe IBS 

Trass 6pc 1066 tt 

C u r ro r ai ng 104uc 1990- 

Trin Righto 1969 


nets 

toe 2000 


caw ape aoooft 

TnMiapcZDOO 

topeawi ^ 


7pc20D1 ft. 
Hrt*20<H_ 
gpeaxBft- 
10pe2003. 


TIMS 11 Ijpe 2001-4 

FMng3%|K 1999-4— 

• Tap- stock ft Tflx-fraa ra 


am 

1047 

1119 

1115 

1195 

1258 

958 
750 
12.13 
1008 
858 

1257 

a« 

753 

7.12 

1220 

1251 

1058 

026 

1045 

959 
068 
9.70 


O 

831 

1146 

S51 

7.70 

032 

640 

939 

1033 

477 


533 99ft 
6.72 101V 
050 104ft 
7.11 100% 
7.44 IDSft 
755 107 

737 103ft 
822 974* 
8.13 JOB 1 , 
&iaiQ4J*m 
OSIOOftH 

851 115% 
64B 1D2Ji 
857 WA 
656 Wi 
675 ii«g 
85S 121i 

873 110ft 
849 10ZH 
877 111% 

874 106,1 
868 OOftld 
877 105% 

- 99H 


866 99% 

872 101 £■! 
855 117}] 
888105,1a! 
877 90Q 

888104IW 
880 96% 
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9.03 111ft 
7.45 73)3 


— 103% 
— - 10^3 

— 113% 
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— 1173 

— 112A 

— 100 % 
-ft 121U 
— 1M£ 
-A imft 

131B 
1143 
106ft 
102 
131ft 
140ft 
1=43 
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128ft 
121ft 
101 ii 
121H 
100ft 


-A 

-A 

t 


-A 

-A 

-k 

■k 
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97 A TmUpe 200469 
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S' Cm9lapc2005 
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103ft 8BC 200-68 
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S3fl 

1I4g 

121ft 

110ft Owl 


9.12 
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9.09 
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MB 

1054 
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am 
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-A 
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10% 07 
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-07J| 244 4.06 202U 
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350 345 1311) -A 1526 128% 



100% TisxSIMpc 2010 

cw ape La 201 in — 

’Si Hato9pc2012n 

Trass Par 2008-1 nt- 

m TiBNBtoamin 

7%W2012-I5B 

Trias BApc 2017}*. - 

Bdi12pc 2013-17 
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838 

79% 

98ft 

7713 

675 

836 

102« 

-ft 12BH 

I00]j 

8.73 

B85183ftfeJ 

-ft 1Z7% 

100% 

750 

8.41 

78% 

-% 93% 

71% 

848 

830 

94% 

1178 

92 

&43 

859 ran 

-ft 11*% 

BBft 

851 

aaioi%ra 

12B% 

99ft 

930 


12M 

*4 159% 

126ft 


2%ja:13 
2 , 2pe10 
2%pC20_ 

2%pC24±± p77) 160 193 109% 129ft 106% 

4%pc *3Qn — (1381) 352 345 109* — 12$ii I0S% 

Praepecthn real raderepOon rate on projactad hflaflon ol ft) 1036 
and (2) 6%. fe) Rgurss m paentnases torn* RPI base far 
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3% 
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«% 
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aft 

BJ3 

- 26% 


37% 
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UK ten Stta 1&%pc 2006 1151 - 119% 

K pounto per Cl 00 nantoai et teadc 
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= 1S 
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106 
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3% 
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FT- ACTUARIES FIXED INT E R ES T INDICES 
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CURRENCIES AND MONEY 


MARKETS REPORT 


Missiles and Mexico provide support to dollar 




Optimism about a rescue 
package far Mirndm and a false 
alarm about a Rn«fan micgfio 
yesterday prompted a rally In 
the dollar, writes Philip 
Cawiih. 

The dollar rose more than 

VA pfennigs off its low for the 
day of DM1.5035, to touch 
DMI-52, before retreating to 
dose in London at DMl-5183- It 
also made ground against the 
yen, rising off a low of Y99.2 to 
finish at Y99.69. 

Technical analysts said the 
breach of DM1.5160 could Indi- 
cate a significant upward move 
far the dollar. Other observers, 
however, cautioned that the 
dollar’s fate depended on 
whether the Federal Reserve 
chose to raise interest rates 
neat week, and whether a sup- 
port package for Mexico was 
passed by the US Congress. 

One City analyst predicted 
that the dollar would go into a 
tailspin jf a support package 
was not approved soon. 

Elsewhere, the main surprise 
was the poor performance of 


the Italian lira after the new 
prime minister, Mr Lamberto 
Dim, successfully weathered a 
confidence debate. 

Shortly before the vote, the 
lira traded at Ll,047 against 
the D-Mark, but weakened on 

the outcome to close at LL053. 

Sterling finished unchanged 
against the D-Mark, at 
DM2.4146, but dosed at $L59M 
against the dntiar after earlier 
breaching $1.60. The Bank of 
England cleared a £200m 
money market shortage, 
mostly through late 
operations. 

■ The dollar received a lunch- 
time boost from reports, later 
shown to be false, that Russian 
air defences had shot down a 
missile. Earlier. President Clin- 
ton's overnight “state of the 

■ Poond hi Nh York 
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union” address had been 
largely ignored. 

More substantial gruel for 
investors came later In the 
form of a congressional appear- 
ance by Mr Alan Greenspan. 
The market took comfort from 
his comments about inflation, 
which were seen as improving 
chances of a rate rise next 
week. 

*Tt would be very surprising 
if the Fed rhai rrrifln talked 
about inflationary pressures 
and declined to raise rates at 
the FOMC meeting," said Mr 
Michael Burke, international 
economist at Citibank in Lon- 
don. This analysis gained some 
support from strong housing 
sales figures. 

Analysts said that dollar 
bears had reasserted them- 
selves following further poor 
US trade figures, and no signs 
of a slowdown in the economy. 

Mr Robin Marshall, chief 
economist at Chase Manhattan 
in London, said the fall in the 
dollar was being inhibited by 
memories of November. The 
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Fed then sprung a bear trap on 
the market by intervening to 
support a weak dollar, and fol- 
lowing up with a 75 haste point 
rise in interest rates. 

Although the dollar is 
around the levels, against the 
D-Mark, which the prompted 
Fed intervention, the weakness 
of the peso and the Canadian 
dollar mean it is 5-6 per cent 
higher on a trade weighted 


Mr Paul Chertkow, head of 
global currency research at 
UBS In London said the keys to 
the dollar were Mexico and the 
Fed. He said the Congressional 
appearances of Mr Greenspan, 
and treasury secretary Mr Rob- 
ert Rubin, had left Congress in 
no doubt of the Importance of 
passing a Mexico support pack- 
age. 

“The alternative to that is a 
free-floating peso,” said Mr 
Chertkow. This would mab a 
nonsense of Nafia - US exports 
to Mexico would become pro- 
hibitlvely expensive, harming 
both countries - and probably 
aggravate the flow of Mexican 
immigrants into the US. 

Notwithstanding these con- 
cerns, Mr Chertkow mHH the 
Fed would not be held hostage 
to a weak peso. Policy would 
be set according to US domes- 
tic needs. 

Despite the apparently posi- 
tive technical outlook for the 
dollar, Mr Chertkow said hedge 
funds and investment banks 


appeared to prefer the down- 
side. Earlier there had been a 
rumour in the market that Mr 
Fred Bergsten, an influential 
US economist, had predicted 
the dollar falling to DML40. 

■ Mr Dim's victory proved a 
chimera, as the market soon 
realised that the combination 
of abstentions and no votes 
outnumbered the support gar- 
nered by the prime minister. 

Mr Dioi's position is clearly 
susceptible to sabotage from 
Mr Silvio Berlusconi, the for- 
mer prime minister, whose 
supporters abstained in yester- 
day’s vote. Analysts warned, 
though, that Mr Berlusconi’s 
chances in a subsequent elec- 
tion might be harmed If he was 
perceived as a spoiler. 
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Singapore (SS) 

S Africa (Com.) (R) 

S Africa (Hn) (FQ 

South Korea (Won) 

TUwan (TS) 

Thailand (St) 
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CROSS RATES AND DERIVATIVES 


Beighm 

tBFri 

313500 

Denmark 

(DKr) 

5X895 

FMand 

(FM) 

4.7331 

France 

«FFr» 

53540 

Germany 

(DM) 

1X1B3 

Greece 

?» 

238.100 

Ireland 

m 

1X719 

Italy 

(U 

1598X0 

Luxembourg 

(U=f) 

313500 

Nathcrianda 

(R 

1.7014 

Nanny 

(NKrl 

6.6458 

Portugal 

P4 

156X50 

Spain 

(PN 

132320 

Sweden 

(SKr) 

7X029 

Swttzaffend 

(SFrj 

13772 

UK 

(E) 

1X904 

Ecu 


13461 

SORT 

- 

147443 

Americas 

Argentina 

Paad) 

1.0002 

Brazil 

K» 

0X510 

Canada 

tea 

14152 

Mredco (New Peso) 

5.7450 

USA 

W 

- 

PacMoMddto 

East/AMca 

Australia 

(AS) 

13050 

Hang Kang 

OIKS) 

7.7325 

incte 

(Rs) 

31X875 

Israel 

(SI*) 

3X033 

Japan 

(Y) 

99X900 

Malaysia 

(MS) 

25613 

New Zealand 

POS) 

1X509 

PhOpInes 

(Paso) 

24.7000 

Saud Arabia 

(SR) 

3.7604 

Singapore 

|S» 

14538 

S Africa (Com) 

P) 

3X363 

S Africa (pn.) 

PI 

4.1300 

South Korea 

(Won) 

780860 

Taiwan 

OS) 

283688 

ThaBrnd 

(Bt) 

200750 


+0.0295 

550 - 580 

10X675 10X850 

10.82 

OX 

10X297 

IX 

10497 

1.5 

105.4 

+0X6 

380 - 640 

313750 31.0580 

31.1675 

OX 

31.18 

09 

30X2 

1.1 

1007 

+0X255 

880 -910 

5X910 

5X410 

5X638 

01 

5.980 

01 

5X865 

0.1 

1Q5X 

+0X403 

306 - 356 

4.7356 

4X765 

4.891 

04 

4.7291 

03 

4.7206 

OX 

83.1 

+0.018 

530 - 550 

53550 

53100 

5334 

OX 

53478 

05 

531 85 

07 

1008 

+0X056 

180 - 165 

1X1B5 

1X044 

1X112 

13 

1X135 

IX 

1.4946 

IX 

1005 

+065 

000 - 200 

236300 234.450 

238^5 

-15X 

243X5 

-101 

25025 

-05 

604 

-0007 

711 -726 

1X861 

1X711 

1X791 

-01 

1X717 

01 

1X709 

01 

- 

+12X7 

775 - 925 

1589 35 1580.00 

1589X8 

-2.0 

10006 

-08 

1640X 

-06 

737 

+006 

380 - 840 

313750 31X560 

31.1675 

08 

31.18 

09 

30X2 

1.1 

1007 

+0.005 

000-019 

1.7025 

1.8881 

1.695 

1.0 

1.6066 

1.1 

1.6788 

1.4 

1007 

+00393 

448 - 468 

66468 

6X920 

06143 

04 

08388 

04 

6X908 

OX 

97.4 

+0X5 

900 - 000 

167X00 165.750 

158X25 

-4.3 

158.676 

-4.4 

160375 

-4.1 

904 

+0255 

190-2S0 

132350 131350 

13235 

-2.6 

133075 

-2.6 

13087 

-2.8 

77.9 

+00606 

987 - 070 

7X070 

7.4223 

7.4556 

-23 

7X404 

-2.0 

7X329 

-1.7 

79.7 

+0006 

768 - 775 

13775 

13830 

13689 

23 

13701 

23 

13407 

09 

1004 

-0.0059 

900 - 907 

1X020 

1X900 

1X96 

03 

1X892 

0.3 

1X85S 

OX 

806 

-0X044 

456 - 466 

13S62 

13456 

13607 

-0.1 

13466 

-01 

13499 

-03 

- 

m 

001 -003 

1X003 

1X001 

. 

. 

. 


. 

. 


-0001 

500 - 520 

0X520 

nrwvi 

- 

- 

- 


- 

- 

re 

-0.0026 

149 - 154 

1.4193 

1.4118 

1.4204 

-23 

1.4225 

-2.1 

1.4379 

-IX 

803 

-002 

200 - 700 

5.7700 

5.7200 

5.7658 

-02 

07462 

-01 

07470 

0.0 

- 

- 

- 

■ 

- 

- 

- 

- 

- 

- 

- 

906 

+0OO7B 

046 - 055 

1.3064 

13880 

13998 

-2.0 

1X118 

-01 

1X373 

-05 

903 

-00007 

320 - 330 

7.7380 

7.7310 

7.7344 

-02 

7.7347 

-01 

7.7395 

-0.1 

- 

+00125 

850 - BOO 

31X900 31X750 

31.455 

-3.1 

31 .7126 

-4.1 

. 

. 

. 

+0X046 

007 -osa 

3X058 

2X948 

- 

. 

- 


- 

- 

. 

+0015 

600 -200 

99.7200 893200 

99X35 

4.1 

9072 

09 

94X75 

4.7 

1401 

-00004 

608 - 018 

2X626 

2X513 

2X597 

OX 

2X548 

IX 

2X388 

OX 

- 

+0X029 

504 - 516 

1X522 

1X424 

1X515 

-2.7 

1X804 

-05 

1X854 

-23 

- 

-008 

500 - 500 

24.7500 24X500 

- 

- 

- 

. 

- 

- 

. 

-00001 

503 - 505 

3.7507 

3.7503 

3.7531 

-08 

37563 

-06 

37679 

-OX 

- 

+0.0026 

533 - 543 

1.4543 

1.4510 

1.4463 

4.1 

1.4435 

08 

1.4201 

03 

. 

+0003 

355 - 370 

ag«K 

3X215 

3X483 

-01 

3X823 

-02 

37383 

-07 

re 

-0.005 

200 - 400 

4.1400 

4.1200 

4.1625 

-00 

43075 

-7X 

4.44 

-7X 

- 

-23 

900 - 000 

786X00 786X00 

792.15 

-4X 

79345 

-ax 

811X5 

-33 

- 

-0X06 

675 - 700 

263750 263640 

263948 

-09 

26X288 

-ox 

- 

■ 

- 

-0X05 

600 - 000 

2SX900 25X600 

25X875 

-08 

201015 

-04 

201275 

-02 
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WORLD INTEREST RATES 


HONEY RATES 

JOTuary 25 Owr 

night 

One 

month 

Three 

mthe 

Stx 

mtta 

One 

year 

Lamb. 

Intar. 

0(0 

rata 

Rapa 

rata 

BatghBn 

An 

54 

54 

SB 

6% 

7.40 

4X0 

- 

week ago 

«% 

54 

SY, 

5fl 

64 

7.40 

4X0 

- 

France 

54 

51* 

5* 

ff» 

OK 

000 


a 40 

week ago. 

H 

514 

5« 

6* 

os 

5X0 

- 

040 

Germany 

4X0 

4X5 

005 

030 

07S 

8X0 

4X0 

4X5 

week ago 

4,83 

4.95 

010 

5X0 

5.75 

000 

4X0 

4X5 

Ireland 

5A 

5% 

614 

68 

7H 

- 

- 

63S 

weak ago 

54 

5«* 

6% 

83 

7K 

- 

- 

025 

«riy 

64 

Btt 

on 

9H 

104 

- 

7X0 

830 

weak ago 

84 

8K 

84 

98 

204 

- 

7.G0 

830 

HVUIKHlW 

4X4 

5X3 

5.1? 

5XS 

088 

- 


- 

week ago 

4.84 

S.03 

027 

040 

090 

_ 

535 

- 

SwRaarfand 

3 * 

314 

4 

4H 

4tt 

6X23 

3X0 

— 

week ago 

Tt 

a* 

44 

44 

48 

0025 

3X0 

- 

IIS 

5* 

0i&y» 

84 

6U 

74 

- 

4.75 

— 

week ago 

54 

S15K 

04 

Bfl 

7K 

- 

4.75 

- 

Jap« 

=4 

24 

24 

2K 

24 

- 

1.75 

- 

weak ago 

34 

24 

24 

24fe 

24 

- 

1.75 

- 

■ $ UBOR FT London 








Interbank Ftring 

- 

&4 

6* 

68 

71k 

- 

- 

- 

weak ago 

- 

84 

64 

6tt 

74 

- 

- 

- 

US Dollar CO* 

_ 

083 

017 

057 

738 

_ 

- 

- 

weak ago 

_ 

0B3 

013 

053 

733 

-re 

- 

- 

soft Linked Da 

- 

4.56 

4X4 

535 

069 

- 

- 

- 

week ago 

- 

4X6 

4.94 

025 

069 

- 

- 

- 

ECU tinted Dm reid 

IM l iwi 5*. 3 nah* OW: t. mtta: BW; 1 year 7 . f UBOR tontoMk ftang 
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car- Tha banka ant Bankata Turn. Bam U Tokyo. Benny* rad Naans Waammar. 
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EURO CURRENCY INTEREST RATES 

Jan 26 Short 7 days One Three 

term nodes 


Stx 

months 


dam 


Belgian Franc 

4i2 

-4H 

5 - 

4% 

5ft 

- 5ft 

5ft- 

5ft 

6B- 

53 

01 

-eft 

Dantati Krona 

M, 

- 5 

51+ 

-SVj 

ft 

•SS 

ft 

- B 

ft- 

BS 

7ft 

-7ft 

D-Mark 

4% 

-41, 

4% 

-41, 

4U 

-4H 

5ft - 

422 

5ft- 

5ft 

51 , 

-ft 

Dutch GuBdar 

E ■ 

4 a 

5 - 

4B 

ft 

-5ft 

5ft- 

5ft 

ss- 

SA 

sa 

-s» 

French Franc 

5,1 

-5ft 

5ft 

-5,*, 

ft 

-5ft 

SH - 

5» 

Bft- 

8ft 

ft 

-ft 

Portuguese Esc. 

Bh 

- Bii 

9- 

8% 

ft 

-ft 

10fi - 

10,1 

1ft- 

10% 

ii% 

-ii% 

Spanbh Peseta 

8 - 


8>t 

-B 

Bb 

•Bft 

9i+ - 

8U 

ft- 

ft 

10b 

-ift 

Sterling 

6 - 

64( 

5* 

5% 

ft 

■ft 

ft - 

6H 

7«l 

■ 7 

721 

■7H 

Senas Franc 

3i'r 

-3ft 

3*B 

o’a 

ft 

-ft 

3U - 

3U 

4S- 

ft 

4S 

-4b 

Can. Dolar 

7ft 

-71* 

rh 

7ft 

B - 

7ft 

8,1- 

8ft 

6>l- 

ft 

9- 

8% 

US Dolar 

5*2 

-5H 

5*8 

ft 

8 - 

5ft 

64- 

Bft 

ft- 

ft 

7ft 

-7ft 

HaBan Lira 

9 - 


1* 

ft 

ft 

■ ft 

all- 

6H 

8,’.- 

9ft 

10ft 

-10ft 

Yen 

2^4 

-2ft 

2 1 * 

2ft 

2ft 

- 2ft 

24 - 

2*+ 

2^- 

2ft 

2ft 

-sb 

Asm $Smg 

3^ 

-3*8 

43j 

AKt 

ft 

■ft 

4ft- 

4ft 

4ft ■ 

V* 

ft 

-4% 


Shod tem rotes are caa for tha 

■ THREE MONTH PtBOR 


d Van. others: two days' nodca 
(MATT) Paris Interbank offered rate 



Open 

SaQ piles 

Change 

High 

Low 

Eat vol 

Opan ml 

Mar 

93,69 

93X8 

-0X1 

93.92 

93X4 

17X94 

45X45 

Jun 

93X9 

93.39 

- 

93.44 

83X3 

iziee 

44X45 

Sap 

93X4 

93X3 

- 

93.08 

92X8 

4X62 

30390 

Doc 

92.71 

92.70 

- 

83.73 

82X8 

2.402 

19,897 

■ THREE MONTH EUROOOULAR (UFFE)* Sim point* of 100% 




Open 

Sea price 

Change 

High 

LOW 

Eat uoi 

Open ML 

Mar 


8333 

+0X1 



0 

1402 

Jun 


92XS 

-0.01 



a 

535 

Sep 


92.10 

-aor 



0 

177 

Dk 


B1.76 

-0X1 



0 

0 

■ THREE MONTH EUHOMARK IVTURB8 (UFFE)* DMIm polnta at 100% 



Open 

Sen price 

Change 

High 

Low 

EsL yd 

Open ML 

Mar 

94.74 

94.77 

+0.03 

94X0 

94.73 

36990 

200258 

Jui 

SJX1 

94X4 

+0X3 

94X7 

94X1 

35884 

162729 

Sep 

93.90 

93X2 

+O.Q2 

83.94 

93.86 

16242 

93871 

Dec 

93.48 

93X1 

+0.03 

93X3 

93.47 

10605 

68353 

■ THREE MONTH EUROURA BfTJWm HirURriS (UFFE) LIOOQm paM* of 100% 


Open 

Sen price 

Change 

High 

Low 

EM. wl 

Open ML 

Mar 

90X8 

90.48 

-0X8 

90X3 

90.42 

10963 

37891 

Jot 

90.00 

B9.B7 

-008 

9003 

88X3 

4017 

23437 

Sap 

89.60 

89.46 

-009 

69.60 

BB.44 

1706 

26875 

Dac 

89X2 

89.18 

-011 

89.32 

88.18 

895 

15842 

■ THREE MONTH 

EURO Bimt FRANC FUTURES (UFFE) SFrlm points of 100% 


Open 

Sen price 

Change 

Ugh 

Low 

Eat voi 

Open ML 

Mar 

95.79 

9079 

+0X2 

95.82 

85.78 

5934 

21612 

Jun 

95X2 

9040 

+0.02 

95.44 

9037 

3871 

10937 

Sep 

95.10 

9011 

+003 

B5.11 

95X7 

702 

6119 

Dec 

94X5 

94X6 

+002 

94.96 

94X4 

110 

4140 

■ THREE MONTH ECU fUTURES (UFF^ Eculm points of 100% 



Open 

Sett price 

Change 

High 

Low 

Eat vol 

Open Ml 

Mar 

93X0 

93X0 

+0X2 

93X3 

93.47 

1614 

9596 

Jun 

B3.D0 

93X0 

+0X2 

93.02 

92X7 

683 

8271 

Sep 

92X7 

92X6 

+002 

92X6 

iwia 

194 

2964 

Dec 

82.17 

82.16 

+0X2 

92.17 

93.14 

69 

1809 


UFFE tarns dso traded on APT 


«a#T. 


EXCHANGE CROSS RATES 

Jan 25 BR- DKr FFr 

DM 

S 

L 

H 

NKr 

Ea 

Pta 

SKr 

SFr 

E 

CS 

S 

Y 

Ecu 

Belgium 

(BFri 

100 

1017 

16X1 

4.856 

0035 

5116 

5.444 

2106 

502.3 

4200 

24.01 

4X87 

0012 

4X28 

3000 

319.0 

2X68 

Denmark 

(DKr) 

52.17 

10 

0772 

2X34 

1X61 

400(1 

LWJ 

0840 

11X9 

2600 

220.7 

1052 

0132 

1X50 

2X82 

1.668 

1804 

1X40 

France 

(FFr) 

5047 

1140 

10 

2X88 

1X10 

3042 

0238 

1064 

2907 

251 X 

1408 

0431 

1.197 

2X93 

1.903 

1807 

1.527 

Germany 

(DM) 

2058 

3.948 

3461 

1 

0419 

1053 

1.121 

4X74 

103.4 

57.08 

4X42 

0841 

0414 

0X32 

0659 

65X8 

nfpp 

Ireland 

PQ 

4015 

9421 

0264 

2X88 

1 

2514 

2.678 

1045 

2409 

207X 

11X0 

2X09 

0X89 

0226 

1X73 

1508 

1062 

ttafy 

W 

1X55 

0375 

0X29 

(LOBS 

0 MO 

100. 

0.10B 

0.415 

9X19 

0089 

0.469 

0030 

0039 

0X89 

0083 

0235 

0050 

Natheriande 

(H) 

18X7 

0521 

axes 

0X92 

0X74 

9307 

1 

3X04 

9207 

77.71 

4410 

0751 

0370 

0X32 

0X88 

5060 

0.472 

Norway 

(NK>) 

47X5 

0020 

7X12 

0286 

0957 

2407 

2X62 

10 

2384 

199.1 

11X0 

1X23 

0X47 

0131 

1X06 

1501 

1008 

Portugal 

m 

1091 

0816 

3X47 

0X67 

0405 

1018 

1X64 

4031 

100 

6401 

4.780 

0814 

0401 

0X01 

0X37 

63X0 

0511 

Spain 

(Pte) 

23X4 

4X31 

3X75 

1.148 

0481 

1209 

1087 

0024 

1107 

100 

5X76 

0X68 

0476 

1.070 

0756 

7540 

0607 

Sweden 

(SKr) 

41.65 

7X84 

7X03 

0023 

0X47 

2131 

2067 

0852 

2090 

1760 

10 

1.702 

0X38 

1.886 

1X33 

132X 

1.070 

SwltMriand 

(SFr) 

2447 

4X00 

4.114 

1.189 

0488 

1252 

1X32 

0180 

1209 

103.5 

5X74 

1 

0492 

1.106 

0.783 

70D4 

0.828 

UK 

(Q 

4069 

9X25 

0355 

2414 

1.011 

2542 

0705 

10X6 

249X 

2100 

11X3 

2.031 

1 

2050 

1.590 

1505 

1076 

Canada 

(CS) 

22X8 

4X33 

0713 

1.073 

0448 

1130 

1002 

4X93 

11DX 

9342 

5X02 

0903 

0444 

1 

0707 

7044 

0X67 

US 

CS) 

31-25 

0991 

5.255 

1X18 

0X38 

1599 

1.701 

0642 

157.0 

1302 

7X03 

1077 

0629 

1415 

1 

99X9 

0X03 

Japan 

CO 

37X5 

0009 

0271 

1X23 

0638 

1804 

1.707 

0862 

157X 

132.6 

7X27 

1081 

0631 

1.420 

1X03 

100 

Q.BD5 

Ecu 


3094 

7465 . 

,0548 

1X82 

0792 

1892 

0120 

0278 

1906 

164.7 

9X50 

1X92 

07B4 

1.763 

1046 

1240 

1 


□art* Kronor, Frencfr Franc, tbraetf M i Kronor, and Swadrit Kronor par ICC JMgbn Fraw, Yen, Eacudo. Urn and Peeeta par 10a 


- s ’ 


(1MM) DM 12SC00 per PM 


■ JAPANESE YEN HJTURES (1MM) Yen 128 per Yen TOO 


Mar 

Jui 

Sep 


Open 

Latest 

Change 

High 

Low 

Eat vol 

Opan ML 


Open 

Latest 

Change 

Ugh 

Low 

Esl vd 

Open ML 

06820 

06612 

-00007 

0X855 

0X610 

17X43 

80X61 

Mar 

1X075 

1X087 

+0.0013 

1X129 

1.0074 

22071 

74X23 

08844 

06635 

-00011 

06880 

06834 

136 

2X28 

Jun 

1.0245 

1X210 

+00019 

1.0250 

1X210 

218 

8,017 

06700 

0X893 

- 

06700 

06683 

10 

186 

Sap 

- 

1X328 

- 

- 

- 

10 

494 


I FRANC RmiRD (MM) SFr 125.000 per SFr 


FOTURB 0MM) 02,500 per E 


Mar 

07888 

07882 

-00008 07935 

07888 

14,103 

38.543 

Mar 

1X860 

1X948 -0X018 

1.6014 

Jun 

07988 

07927 

07988 

07827 

168 

1083 

Jot 

1X000 

1X940 

1X010 

Sap 


08010 

08035 

- 

1 

67 

Sep 

' 

1X960 

1.6010 


1X940 

TAMO 


13X29 45.848 

62 1593 

2 6 


UK INTEREST RATES 


LONDON MONEY RATES 

Jen 25 Over- 7 days 

night nottra 


□ne 

month 


Three Sx 
months months 


One 

year 







8b -4b 

ft - 5b 

6&-8A 

811-68 

7A-7ft 

7S-7H 

i. 




Storting CDs 
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Carts Of Tax dap. {Cl 01000) 2 

Oartaot Ita dap. indar CIOtUXD ki 2 * 100 - Drooaaa wottamn lor c*ah Itopc. 

Ava. tareta rate of aacourx 68781 pc. ECQDixad raw Sdfl. Export Patmea-kWaary day Dec 3ft 

IBM. Agaad Ma Ire pulod Jwa 26. 1885 ip Frea 25. 198S, Scram— B SB 7.7ipo. ft^imca raw lor 
partod Dac 1, 1894 w Dae 30, 1984. Bcfwnaa IV 8 V MOBpc. Hnanoe Hauaa Baaa Ua (fljpe bom 
Jan 1. IBM 

■ THBBE MONTH ElHRLEMl FUTURES (LffFD £500X00 points of TOOK 
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-• 
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Dec 
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AM laded on APT. Al Qprei Hare* Bp. are tar paMou* day. 


■ SHORT CTSUMQ OPTIOM1 QJFFE) £500X00 potosotlOOK 
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0.19 

0.07 

ao2 


CALLS - 
Jun 
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Jun 
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0X8 

(LOT 

011 
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004 
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1.46 

001 

002 
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1.71 


EU. veL MM. ft* 8808 Pub 8070. Prevloua da/a apart ktL, Cal* 12D78C Pin 117074 


ERBS EUROPEAN CURRENCY UNIT RATES 

Jen 25 Ecu can. Rets Change % +/- horn K Spread 

rates ngatnaEcu on day cen. rate 


Div. 

ma. 


Nalhsrianda 

2.19672 

2.12972 
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-005 

1073 
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NON ERM MEMBERS 
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-4X0 
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Ecu oaraW rataa aat by the Ernpeai Conanlarien Cunridein In daacandrtg ratUw atrengdi. 
RMoartaoa cfianaaa mlorEAca pamva cnanga dnm a weak airmen Owreance ahoa* tna 
onto bmean lareepraadK the percentage <m ewoce benrean the actual rnariert wrd Ecu careral raw 
tor a onrancy. aid eta mnkrurt permttiad p ar ua re a a a davtadon of tfta curancye markat rare from ha 
Ecu end rata. 

(17/092) Swing and Mian Urn suspended fcom Httl Adusmtem catcuUad by tha FmandaJ Times. 
■ PMLADELPHU BE £/3 OPTIONS £31.250 (ceres per pouid) 
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- 
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1X25 
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1X60 
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1X78 
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BASE LENDING RATES 


Adam S Company — 025 

AMThWBark B2S 

ABBenk. 625 

•Heny Arabechor ..... 825 

BarkofBBRXta US 

Bonoo BBao Vtssya- 6J2S 

Bank o) Cyprus 828 

Bank of Meld,.-.. — 625 

Bonk of Ms 625 

Bank of Scotland .. n »02S 

Bontys Bank ... B25 

MBkofMdEast— 025 
•BnwnS4<By(09UdJB25 

CUbskNA JWS 

CtydeatWoSwik -625 

The Cooparabve Bark 62S 

CooSa & Co 62S 

Creek LycnralB 625 

Cypua Popular Be* -625 


% 

DmanLawrie — 626 

EM a P an kUmted- 725 
RnoncW a Oon Bar* _7.00 
•Rctwrt Homing & Oo _ 625 

Gtobenk .... — 625 

•Crimea Mahon — 625 
HtoB Bank AQ Zurich. 625 

•Hamfru s Banfc 625 

HariW* & Got Hr Bk. 025 

•HI Samuel 62S 

CHoeraiOo -62S 

Hongkong &ShangheL 625 
JuBsn Hodge Bank — 625 
•teopcM Joseph & Sons 628 

UoydsBnk.. 825 

MedhreiSerikUd 625 

Mdend Bank 62 5 

•MounlBBnkmg 625 

NaMtesBrinsar 625 

•HseBrnthere ..... — .. 625 


* Rcadughe D^rcntee 
CcrporadonUmkedtino 
kngaradhalMdaa 
obwHnglneWuBon. 9 
Royal Bit of Seotond — 625 
Skqer&RiataBndv- 625 
«6mlh 6 Wknn Sen . 62S 

TS0 -ea 

•Unted Bk of Kireok— 625 
Ur* That Be* Pic — 625 

Western Trust —625 

WNaaMyLfikSaer — 625 
YcHaMraBai k 625 

• M wrfcersnf_Lcndoa 
biuestmenl Banking 
ASBOCMon 

* In atJiteWrafcn 
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Open Ml 
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9302 

9018 

■004 
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92X5 

92X0 

-006 

92X7 

92.47 

71.923 

382X86 

Sep 

92.10 

9006 

-004 

92.10 

92.03 

30.823 

282.550 

■ US TREASURY BEX FUTURES (IMM) S1(*i par 100% 
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93X3 

-O.D4 
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9082 
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9013 
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92.67 
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011 

0.04 
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005 
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048 
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0X2 
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0 

0 

0 

0X1 
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0X1 

rf.aa 


“BuBseye”. 1T» solution to the puzzle on page 19. 
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Mar 

0.12 

0.02 
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0X3 

001 
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Defining our clients’ aims with 
accuracy, then achieving them expertly. 
That’s the aim of Kleinwort Benson 
in the telecoms sector. 

To fOerinwort Benson, being focused means that, in any area in which we choose to 
operate, we estabSsh a co mpeti t i ve edge. 

This we do by providing an int e cyate d service, tx>mbJning strong advisory sector skills with 
the excellence of our International securities distribution. 

That way, our cflents are assured of the best posstole results. 

In the rap refly changing telecoms sector, for example, Kleinwort Benson’s focused approach 
enables us to see new opportunities and soJubons, be they in financial advice or Jn raising 
equity or debt 

From leading the privatisations of Cable & Wireless aijd British Telecom (the first in the 
sector) to more recently being lead manager of the International IPO for Japan Telecom and 
global co-orc Bna t o r of the TeteWOst offering (the first UK cable company to Bstin London and 
on NASDAQ), we have demonstrated Innovative solutions and a continuing commitment to 

our clients. 

Such Is our success in the telecoms sector. Whatever your sector, you should consider how 
Kleinwort Benson's focused approach coiJd be made to work for you. 


Kleinwort Benson 


We’re focused. 


issued and approved by KJrtnwon Benson Umited, member of SPA md ISM/1 
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CONTRACTS & TENDERS 


NOTICE OF TENDER FOR BID OFFERS 

(Le. Awiso di confronto concorrenziale) 

The City of Term (Italy) 

pursuant to Article 12 of Law no. 498/92, promotes a tender for 
bid offer in order to select one or more private partners to form a 
Company whose stock's majority will belong to the City, with 
option to assign the stock. The Company will be assigned the 
management of the structures of Videocetrtro and Bftfio- 
mwKateca. which together constitute the Multimedia Center (Le. 
Centro Miitthnedorie) ofTemi, as provided by Axis 2, Action 2.6 
of the Sole Document of program 1994/96, relating to Social 
and Regional Conversion Plan of drcfinhig industrial areas of 
Umbria (EEC Reg. no. 2881/93 -Target 2). 

The private partners most have the following requisites: 

L strategic position in the market of telecommunications and 
multimedia services and products; 

2. ability to attract and draw medium and small size industries (Le. 
PMI), either national or international, engaged in the market of 
multimedia services and products; 

3. ability to attract entities having relevant industrial interests in 

flip seCtOIS of lri»fflmmiinirafin n_ consumer electronics, Am 

processing (HW and SW), electronic publishing and audio- 




4. relevant financial capability witii respect also to the completion 
of the Center’s structures and possible future investments; 

5 . a vailahili ty tn agum e the mm¥nitm«« t nfjnmlly manngfng the 

Center for at least 15 years. 

Entities who are interested must send by no later than February 15, 
1995 their request to participate in the tender, with enclosed 
documentation showing the above mentioned subjective and 
otgective requisites, to the address of 

Assessorato al Centro Multimedhile, 

COMUNE DI TERM (Italy), 
where further information can be acquired. 

Telephone +39-744-549825; Fa +39-744-549717. 

THE MAYOR 
Prof. Gianfranco Ciaurro 


PUBLIC NOTICES 


PUBLIC SPEAKING 

Training and speech-writing by award 
winning speaker. 

First lesson free. 

Tel: (0727)861133 



$ 




§ 





tow Sprint Fowl P^c 



X5E 








m 








m 





m 


32 



I aim I-moI 


£3X31 








m- 




- T \ -r*. y" S— • - 


v-t-.h 




1 ;,r ■ ■*««! 

i}~ : “ 
•— ' . * <• 






«ctoe yj.cc*:*! c«2Fl _ 

MU Uoun Food Ugn (O) LM (D000H 
p5to:s3.ss*««t.jwp 

WMhMMiUt 

:|! ilf 
ft 


a 


1«W 



jdd- 






; jl* • -, ■» ■ 

"4 w:v. 




I" i: 

|r?~i. ~ - iimJK Wy ‘ a ^ ; . v 




is 


.=t:M 






mm 




m 


fe!' 

m 


J zBB 


M 


i 


» 


'iWl 


j ^ 




m 


M 


?i 




4-L, 


m 


m 


tern 






3—^ SUB 


I 


4i--L 


a 


jsa: 




« « . . immiinn 


m 


m 

iii-3 


31 

JERSEY (RffiULA7HJ)n 

B- a? r S£ 

BaRtaycbdfFtBdt 







’ r «f 




-1 


iSS 


w 


f-- 





I 




If .■?v 







33 






iS2 




id 


e 







m 




jtt, a 





m 




V 




































































































































THURSDAY 3 A2**U ARY 3® 



LONDON STOCK EXCHANGE 


MARKET REPORT 


Bid speculation shifts to the banking sector 


By Terry Byland, 

UK Stock Maricet Etfitnr 

The UK stock market yesterday 
continued Its recovery, although 
displaying its underlying fragility 
by a sudden downswerve at midses- 
sion before it was confirmed that a 
missile fired from Norway was 
merely part of a scientific research 
programme. Wall Street, which also 
flinched in the face of the first mis- 
sile reports, was edging ahead when 
London closed, with both markets 
scanning the speech by Mr Alan 
Greenspan, chairman of the Federal 
Reserve, to the US Senate finance 
committee. 

The FT-SE 100-share Index ended 
the session at 2£824 a net gain of 
134. But the uncertainty across the 
market was reflected in a dip of 48 
to 3,390.8 In the FT-SE Mid 250 


Index. The second line stocks, 
which feature in the Mid 250 index, 
had no time to rally from the mid- 
session setback on the missile 
reports. 

Takeover speculation provided 
the highlights, with market atten- 
tion switching to the banking sec- 
tor. Nearly 26m shares in TSB were 
traded as dealers recited a long list 
of possible bidders. Banque 
National de Paris was the first 
name out of the hat, but it was 
quickly followed by a host of others. 
Kleinwort Benson was another to 

join in the takeover excitement in 
the banking sector, first set alive 
this week by renewed demand for 
S.G. Warburg shares and its Mer- 
cury Asset Management arm. 

Hectic trading was also seen in 
the telecommunications sector, 
where Cable and Wireless again 


responded vigorously to the admis- 
sion by Veba. of Germany, that it 
was holding discussions with sev- 
eral other international telecoms 
groups, with a view to taking a role 
in the German telecoms industry 
after privatisation. 

The pharmaceuticals sector, 
where Glaxo's £9.4bn approach to 
Welcome first set off the market’s 
bid alarms, remained busy, 
although share prices stayed 
around the new levels established 
this week. 

The trading session started well, 
with equities opening firmly on the 
back of further recoveries in Far 
Eastern markets and a calm perfor- 
mance overnight on Wall Street. 
The stock market was also helped 
by a good reception for the day’s 
a uction of £2bn of British govern- 
ment securities. 


After peaking early at 2386.5 on 
the Footsie, up more than 1? points, 
the market slowed down and then 
fell briefly into negative territory as 
the market reacted with shock to 
the first reports from Norway. 

Trading volme was slow at first, 
but the Seaq total was boosted 
strongly when a fresh host of very 
large delayed deals crossed the 
screens. The trades, whose report- 
ing had been l egitimat ely held back 
for five days under Stock Exchange 
regulations, included 10 .5m shares 
in Hanson, 4.1m In BAT Industries. 
43m in Tesco and 33m in Argyll 
They were believed to be the meat 
of large programme trades trans- 
acted last week, probably by Gold- 
man Sachs, the UK investment 
hank on behalf of an investment 
client. 

The delayed reporting of these 


very large trades continued to dis- 
tort trading. Yesterday’s Seaq total 
of 636.8m shares compared with 
6603m on Tuesday. Both are higher 
than recent daily averages and 
Stock Errhang a data disclosed that 
Tuesday’s retail or customer, busi- 
ness in equities was worth £L9bn, a 
level associated with bull market 
experiences. Interest rate worries 
took a back seat yesterday, 
aitbnn gh attention was still focused 
on tomorrow’s US GDP numbers. 

The spate of takeover speculation 
in p harmanpntirals, banks and tele- 
communications stocks has not 
wmn as a complete surprise to the 

f-Anrirm marke t AH three sedOtS 
have been identified as interna- 
tional business markets ripe for 
reshaping, with the London- based 
rcfl n pgnips Inevitably in the front 
lino of the struggle. 
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Heavy 
trade 
in TSB 


The vague bid stories that 
began to circulate around TSB 
at the end of last week erupted 
yesterday. They drove TSB 
shares up to their highest level 
since March 1994 and produced 
the third-biggest day’s trading 
in the stock. 

At the close the shares were 
16 higher at 248p, having 
touched a session's high of 
253%p. Turnover reached 26m 
shares, with activity in the 
traded options market equiva- 
lent to a further 63m. 

A surge in the share price at 
the start of trading yesterday 
produced a wave of rumours 
that an announcement was 
imminent Dealers produced a 
long list of supposed bidders, 
kicking off with Banque Nat- 
ional de Paris and quickly 
moving on to include BAT, BT, 
Marks and Spencer and Pru- 
dential Group. 

A statement from TSB say- 
ing it knew of no reason for 
the sharp rise in the shares 
faiTpif to dampen frh* specula- 
tion. Although acknowledging 
that such heavy turnover indi- 
cated some sort of corporate 
move could be imminpnt bank- 
ing specialists were sceptical 
about the stories. 

“An exit price of 30(h) would 
value TSB at £43bn; BNP’s 
market capitalisation is only 
£4.8bn; a bid would strain 


BNP," said one analyst He 
pointed out that apart from 
Japanese, French and UK 
banks, it was difficult to see 
who had the firepower to 
launch a bid. 

TSB was floated in the mid 
1980s but lost its way after 
disastrous acquisitions includ- 
ing Hm Samuel the memhant 
bank, bought just before the 
great crash of October 1987, 
and the Target unit trust 
group. 

Banks surge 

The financial areas were 
ablaze with dealers talking of a 
big bid about to hit the bank- 
ing or merchant haniriwg sec- 
tors. TSB was the market's 
favourite to attract a bid, but 
there was also strong specula- 
tion that one of the large mer- 
chant banks, S.G. Warburg or 
Klein wort Benson, were prime 
targets. 

Dresdner, the German bank, 
was again being spoken of as 
about to bid for either of the 
two banks mentioned, possibly 
in an attempt to match the 
great success of Deutsche 
Bank’s link with Morgan Gren- 
fell the UK merchant bank it 
acquired some years ago. 

Warburg moved up 6 to 754p 
and those of its asset manage- 
ment subsidiary Mercury put 
on 18 at 787p. Turnover in both 
stocks was much lower than of 
late, however, with dealers 
po inting instead to the above 
average activity in Kleinwort 
Benson, where l.8m shares 
were traded. Kleinwort 
touched 605p at one point in 
the session, eventually closing 


11 up at 599p. Another story 
lining t he rounds of the market 
was that ING, the Dutch insur- 
ance group, was about to 
launch a bid for Kleinwort 

In the mainstream banks, 
Standard Chartered, where 
Lloyds Bank retains a 4.7 per 
cent stake, was also being 
touted as a bid candidate and 
the shares raced np 10 to 265p. 
helped by a strong Hong Kong 
market Royal Bank of Scot- 
land jumped 14 to 398p. 

Cable and Wireless raced 
ahead to dose 14 up at 378p, 
responding to vague takeover 
stories, incl uding rumours that 
Veba. the German telecoms 
group, is about to take a 10 per 
cent stake in Mercury, C&W’s 
telecoms division. C&W stock 
was also stimulated by the 
strong performance of all Far 
Eastern markets. 

Among utilities. Severn 
Trent advanced 14 to 5Q2p in 
the wake of a buy note issued 
by UBS, the securities house. 
The recs were only lightly 
traded in spite of vague talk 


that a bidder may he about to 
emerge fo r Sou th Western 
Electricity. SWEB shares eased 
2 to 812p. 

Pharmaceuticals giant Glaxo 
slipped 8 to 600p, reflecting the 
arbitrage with its bid target. 
Wellcome. Assuming the bid 
goes ahead the latter, which 
eased a penny to 954p on active 
two-way business that 
prompted turnover of 8.5m 
shares, offers a cheap way into 
Glaxo. However. Lehman 
Brothers has upgraded its pre- 
viously lukewarm stance on 
Glaxo on the basis of the huge 
cost savings that a merger 
would offer. The house now 
believes the company can pro- 
vide earnings per share growth 
of between 8 and 10 per cent 
a year. 

Reuters improved fti to 430p, 
with Henderson Crosthwaite 
voicing its enthusiasm for the 
stock. 

RTZ, the world's biggest min- 
ing group, rose 6 to 769p as 
NatWest Securities raised its 
forecasts for the company, it 
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PERSONAL POLICY GUIDE and 
COMMERCIAL POLICY GUIDE 
provide subscribers with dear, 
comparative summaries of the different 
types of cover available in all of the important personal non-life 
and commercial markets, analysed by class of business. 

Key Features include: 

■ a summary of the variations between policies in each sector 

■ a “side by side” comparison of covers so that differences can 
be identified at a glance 

■ information on special underwriting criteria or preferences 

■ news of marketing strategies and new products. 

The Guides will provide essential assistance in identifying the 
most appropriate cover as well as giving a valuable background 
of information for negotiations with insurers. 


FREE SAMPLE BOOKLET 


Simply complete die order form below, 
or attach your business card and we will 
send you a free booklet-sized sample of financial times 
each guide completely free of charge. NmeUaen 

-^afc! 

j Return ik COMMERCIAL/PERSONAL POLICY GUIDE 
{ FT Newilewo. P.O. Ban 3631. London SW 12 &PH. 

I Tel: 0S1 67.16666 Fax; 081 673 1335. 

{ Please send me a REE sample booklet for 
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argued that the stock was on a 
discount to the market and at 
the bottom of its trading range. 

Yorkshire-Tyne Tees Televi- 
sion shot up 26 to 415p on thin 
volume because of a bear 
squeeze. 

Paint manufacturer Kalon 
tumbled 10 to 99*ip on worries 
that it might lose its contract 
with Texas Homecare follow- 
ing news of the proposed Sains- 
bury acquisition. 

British Aerospace jumped a 
further 12V: to 472p, with the 
stock market continuing to 
focus on the group’s chances of 
a big reduction in turbo prop 
losses. BAe is facing strong 
orders for its Jetstream range, 
and could shortly announce a 
link -up with Franco-German 
joint venture ATR. BAe shares 
have risen almost 6 per cent in 
eight trading days to outper- 
form the Footsie by S per cent 

Textile leaders were flagging 
as investors considered the 
enduring pressures of high raw 
material prices and economic 
problems in some of its mar- 
kets. Coats Viyella shed IS to 
ITTp, with some nervousness 
about the new finance director 
overhanging sentiment Court- 
a olds Textiles declined 3 to 
443p. Allied Textiles slid 11 to 
502p in spite of a 21 per cent 
profits rise. 

Argyll improved 2*.i to 2S0p. 
with turnover of 16m shares 
helped by three large block 
trades. Takeover talk persisted, 
as it did with United Biscuits, 
which rose 12:* to 321iip. 

Conglomerate Hanson, 
which has been seen as a 
potential bidder, was steady at 
233p. The shares were res- 
trained by some exceptionally 
heavy delayed trades which 
were initially carried out five 
trading days before but, under 
stock market regulations, did 
not need to be reported until 
yesterday. Turnover of 14m 
shares included a block of 9m 


dealt at 244Y*p. 

Channel tunnel operator 
E ur o t u nnel advanced 9 to 297p. 
Press reports of an increase 
from two to four runs a day for 
through Eurostar trains to the 
Continen t helped sentiment as 
dealers ticked off the days to 
February 9 when the stock for- 
mally enters the CAC-40, the 
French bourse’s leading equity 

inrfpg 

Talk of a breakthrough cm 
costs at US Air left British Air- 
ways V/i higher at 3S9p in 3.1m 
turnover. BA has a 24.9 per 
cent stake in the troubled US 
airline. 

MARKET REPORTERS: 

Steve Thompson, 

Peter John. 

Jeffrey Brown. 
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35% IBVlHUD 


164 

162 
036 

078 
074 
017 
004 

an 
in 
122 
in 

4.40 

048 

3% iVmmnM on 

i2V a%wnr« 

19 is%mi*flja6 on 
40V 32% HUgaran 128 

11 5% WatnorSt 084 
28 23% HWaUk 

15% 7%wetan 
34% 17% KMman 
iO% i27% wafiaF 
18% 13% WenW* 

29% 21% Watt Co 
15% 13% moot E 
50 38% MUM . 

18% SVWtfUa 

20% 8% wovta 

35% 16% WastrSs 
25V IBVVMMlIno 
34% 28%mti1iB 
15% lOVUMga 
7% 3% WfetarCM 
20% i3%taBWMa 
20% i*%tataae 
38% 28%WIM0 
61% 35% WptBr 
21% 13% Wtrgeiatn- 
73V44%WI*n 
24% iDVwtoms 
18 14% WtAan 
20% 13% waste 
32% 25%Wtatoc 
8% 5%WtaoaSfl 
33% 22% tai 
7% &95WlaNra 

12 6%Vtatam 
58% <2% tarQx 
13% 7% ta rmgo 

27%23%WB£n 
18% 13% rmniO 
S 24% Meo Cop 
30% 22% WUXT 
27% 18% Mwrlnt 

26% 12%taaMl 
19% 13%mrtta*J 
ID 3%UMdcop 
29% 28%H*>Sh 
53% 38%WM0ay 
22% 16V Wyta Later 
24 18% WyimH 


+% 

A 

A 

*V 

-% 


- w - 

IB 1505 18% 17% 19% 4-1% 

8.9 11 39 28% 27% 2B% -% 

277 1491 16% 16% 18% ’ 

36 11 9*1 33% 33 33% 

18 31 * 13% 13% 13% 

8 800 4% 4% 4% 

1.7 19 1820 46% 45% 48% 

1( 13 427 28% 28% 28% 

OB 192E85S 22 21% 21% 

16112 83 2% d2% 2% 

16 27 3318 75% 74% 74% -1% 

7.1 7 106 14% 14 14 -V 

05 12 429 34% S3% 34 -% 

5.4 0 72 19% 19% 19% +% 

15 17 44 242 240% 341% *1 

1.4 14 919 34% 34% 34% -% 

7.1 3 io i% ot% i% 

16 874 9% 9% 0% +% 

1.1 12 87S ulB 1B%- 19 +% 

&4 21 117 35% 35% 35% -% 

75 13 440 0 9% 8% +% 

J1 1* 15) 25 34% 34% -V 

15 2015400 015% 15% 15% 

09 22 177 29% 3 29% +% 

36 10 3372 146% 143% 145% 4-1% 

16 17 789 15% 15% 15% 

16 16 3 27 267a 27 

86 10 1433 14% 14% 14% +% 

21 2228 37% 36% 37% +% 

9 609 17 18% 18% -% 

5 4821 15% IS 15% 

020 1.1140 21 18% 18% 18% -V 

02S 1.1137 13 22 22 22 -% 

168 13 1110883 31% 31% 31% 

020 16 18 3797 13% 13% 13% -% 

032 5.1 0 7 6% 6% 6% -% 

18 174 16% 19% 16% +% 

OSO 2J 5 41 17% 17 17 -% 

1.10 26 24 B28 39% B% 36% -% 

in 30 13 2988 30% 39 39% * % 

010 08 16 2720 15% 15% 15% +% 

162 24 11 1800 50% 

23 18 22% 

034 11 16 1950 16% 

17 170 10% 

in 5.7 13 37 3% 

010 16 15 62 6% 

in 4.0 14 4364 27% 26% 27% 

an 09 13 7 6V 6% 8% 

On 26 6 227 8% 8 8 -% 

168 26 18 358 54% 53% 53% *% 

aifl 16 11 78 9% 9% 9% 

161 52 18 ion 27% 2B% 27% +% 

040 26 46 14 14% 14% 14% *% 

1.12 4 4 29 1380 26% 2S% 25% -% 

060 12 18 9888 3 37% 27% 

018 06 17 421 25% 24% 25% +% 

On 36 3 5122 18% 16% 15% 4% 

am a 7 22 r 4% u >4% +% 

13 582 9% 8% 8% 

162 15 12 47 28 27% 28 4% 

OSB 16 24 512 47% 46% 47-4% 

03 16 3 369 a 21% 22 *■% 

044 22 1 0 8 20% 20% 20% -% 



X- Y-Z- 


112% 87% Xaai 
53% UXlnCap 
3% 20Urtaa& 
42% a%YMH 

5% 128pm 

14% 7zmna 
27% 20% am m 

7% BZaobkxx 
18% 11% am 
29% 16% Zim M 
13% 10%aN%Ford 
10% 7%adgToa 


in 20 82 

068 1.1 14 
162 56 10 
016 05 15 
014 17 12 
7 

in 46 io 

083112 
040 19 15 

an 46 70 

164 86 
064 9.7 


2024 104% 
82 50% 
10 20 % 
STB 35% 
90 3% 
1300 11% 
24 22% 
13 5% 
53 13% 
1® 18% 
211 11 % 
201 8 % 


103% 103% -1% 
50% 50% -% 
20 % 20 % 

34% 35 4% 

3% 3% -% 

io% io% 

3% 3% 

8% 9% 

18% 13% 

19% 1B% 

11 11 % 

8V 8% 


-% 

4% 

3 


MManwiynwir 


ftay iwm rn tea fir W8E im is parte toajm mi. 
tea « am a Mfi Matte t ma fing fi a pn* a oa* h*» tear 
pfid. IS mrx irptemv « rndtai n aan fir 8s m tedt aty. 



i ifi Wtta asdste r pfi Hr or, s arms am «u> 
'toanm hm Has k Is pal 82 asm Us 
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AMEX COMPOSITE PRICES 


4 pm dose January 25 


Shrek 


« 


1 Wi 


Mr. E IQOi W0h UHCkmCfiag 
Adi Man 118 

AMnbtc S _ _ _ _ . 

AfitaM 7 S29u10V 0% 10% +% 
Ain tar PH 165 19 8 48% 46% 45% 

AMHalzaA on 12 110 32% 32% 32% -% 
Anted 0651531040 T1% 10% 10% -% 
AsrErtf 1 654 

AmpoMmA 16 

ASH km 010 21 26 

Aakotecb 30 7 

AM B 321 

AtesCHB 0 in 

AudkNxA 1 48 




fiaseaiA 


207 48% 47% 48% 


18 2% 2n 2% 

124 18% 16 16% -4% 

42 13% 13% 18% 


rnp 1 2D H H % 

tun 060 14 25 27 28% Z7 +% 

Marc 014 10 22 OV (S% 9% 

bn A 001 3 8ffi 4i 4 Ait +% 

nten 8 35 4ft 4 4A +% 

r IO 54 31V 30% 81*2 +V 
064 20 171 18V 16 18% ♦% 
FdA D61 40 4% 4% 4% -A 

hen 030 19 170 17% 17% 17% 



CnvTdt 
Oompufeso 2 37 1 
QmedRiA 3 10 
CntaATA 064 26 182 1 
CrmmCA 040 7 31 1 
CmoCfi 040 12 32 T 
dtec 053 44 70 II 

Qflbmctt io 31 


OWi 10 158 

Onm 28 27 is 

Olkmmui 10 88 llS 

DUfBte 049 6 5 7 


5% 5% +% 


7% 


6imCb 048 tl 9 TS% fSV 13V +% 
EdroBW 007 694015 10 ft ft % 

GgoIEdA 032 6 13 9% 0% 0% 
Etadota 12 13 9% 6% B% 

Ban 281197 35% 33% 35% , 

EngySw 191330 12% 11% 12% 4% 

Bfinpi 10 393 16V 16% 16% -% 


064 12 11 30% 30% SCA -% 
UB 21 21 73% 71% 73% 41% 


UM 

RnaA 

FwcBjeo: on o 

Rita U) OB 21 „ _ . _ . . , 

Fares La 21782 48% 45 46% 4l% 

Ftaqoercy 3 13 4% 4% 4% 


3 10 % 10 % 10 % . 

on 21 104 29% 29% 28% 4% 


Gann On 8 68 15%d14% 14% -% 

Giant RM 072 14 149 22% 22% 22% , 

amtr 070 K 339 1B% 16% 16% ■% 

SfiBaH 184%%% 

Grectnan 8 50 4% 4% ^2 -% 

EdtCda 034 5 600 Si 2% 2% -& 


Hoar 


tatefrCb 

HBKAffl 


P/ 8k 

Bkr. E 100k ICgb LmOau Ctag 
19 257 3% 3A 3% 4% 

OS 15 754 30 29% 29% 4% 

n 86 2% 2? 2$ 

0 7 % % % -A 

015 15 10 9% 9% ♦% 

10 133 5% 6% 5% 


tatart* 012 18 78 11% 11% 11% -% 
kOCata 83978 8 B% 8% ■% 

btenagn 95 198 13% 13% 13% 4% 
tax 006 194825 22% 22 22% 


2 360 



JanBte 

KtakCp 

BP 


0 13 1% 1% 1% 

Laser tad 8 63 

LtePlwra 4 5 

Lnmsxtnc a 23 13% 13% 13% 4% 

LjcetiCp 21 44 35% 35 ® -V 


4 SB 32% SA 

Mate A 044 24 S3 2B% Z7^_ , 

Men CD 020 33 4 4% 4V 4% *% 

IMP 10 7% 7% 7% 

MbagA 44 17 9V 9% 9% -% 

MSRB0 K 227 1A IV 1ft 



MPM 

NT 7mA 
IhinaeE 
tm 


3 23 1% IK 1% 

15 3400 22% 21% 21% -% 
17 119 5% 5% 5% 4% 
13 47 5% 5% 5% 


rr at 

Stack Dhr. E IOOi wn LoaQaaa<2ag 
PtpauG 010 71295 11% 11 11 -% 

Rate on 18 5 

FShorA 050 » 22 , 

pmc on is in i2%tni% 

PmtMoA 010 2 70 % V 



SJWCop 110 10 2D 37% 38% 37% 4% 
SttriWon 20 23 17V 17 17% 

SMJto 15462 IS 01 1* -% 


TSbPltxb On 10 33 8% dB% 6% 
Tal&Dm 038 52 82 45% 44% 45% 

43 288 13% 13 13 

26 31 31" 

TolPNA 030 18 315 11 
ToanCnsy 3 207 

Turn 1 110 

Tubes Max 4 1703 
HsirtrA 007165 42 1 


TimrBrB 007178) 276 



UnffdoteA 


USC8M 


2% 2% 

on 17 2 2% 2% 2% 


5 158 2% 

_ 17 2 2% _ _ _ 

X22 X 32% 32% 3?V 


34 12% 12% 12% 


Viacom* 137 504 
VWcanfi 9531 o45? 

WHET 1.12 13 . _ _ . 

On 10 101 28 2B 28 4% 


Xymrtr 


3 23 3i 4 3V 3% -i 



Gain the edge over your competitors by having the Financial Times delivered to your home or office every working day. 
Hand delivery services ere available for all subscribers who work or live In the business centre of Budapest 
Please call +49 69 15 68 50 for more information. 
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State 

Ota. E Hk 

■p la Id 

Ota 

ABShta 

020 13 60 

12% 12 12% 


ACC CSrp 

awia 177 

16% 18 16% 

+% 

AegUrnE 

133301 

14% 13% 14% 


Arana tag 

7 571 

18 1BA 18% +% 

AOdviCp 

X 306 

15% 16% 15% 


Maptadi 

1812407 

29 28% 28% 


ADCTta 

331269 

49% 48 46% 4% 

Atetegu 

7 50 

11% 10% 11% +A 

A* ten 

aie 162325 

35% 34% 35% 


AKfcSyi 

02030017345 

30% 20% 30 

42 

AdwnC 

11 332 

14% 13% 13% 

-% 

Adrlpgta 

B9 199 

S% 4% 4% 

-% 

MrFnrym 

8 246 

4% «% 4% 

+% 

AMTctlK 

22 60 

16% 16 16% 

-% 

amsm 

027 12 873 

30% 29% 30% 

♦V 

Affyna 

14 4380 

19% 18% 18 

+% 


0.10 X 825 

11% 010 10 


Alrfiqrr 

01617 131 

Zt 20% 20% 


Aka«0R 

Ul 15 in 

57% 57% 57% 

•% 

MU 

OB 13 215 

21%02t% 21% 

*% 

Ategh&w 

11 411111% 11% 11% 

*% 

ABoiOrg 

OS 12 3 

X X 38 


Aten ft 

3 582 

6% 6% 6% 


AKCapa 

U0 12 X 

14% 13% 14 4% 

mu Cap 

09011 158 

13 12% 12% 

■4s 

AtotetaC 

032 fl 40 

Itt 1% Hi 

+A 

AteCoH 

008 X 173 

1% 1A 1A 


Aten CD 

89 5501 

47% 48% 47% 

-% 

An Backer 072 B 266 

24% 34% 24% 


AmdVoy 

016 40 75 

14% 1« 14% 

+% 

AmCjyBU 

a x 

16 15% 15% 


Am Manag 

171030 

17% 16% 17% 

-A 

Am tad B 

11 507 

5% 5% 5% 


Am Sated 032 8 924 

3 2% 3 

+% 

AraFnwyo 

26 428 

21% 21% 21% 

•% 

AmtetA 

059 13S802 

26% 2B% 26% 


Aiflnp 

2 1288 

1A i£ i, 7 « 

+A 

AmMUn 

23B 8 100 

46% 45% 48% 


AaftyrCan 

22 8879 

16% 15% 15% 

4* 

AmTrw 

0 480 

16% 1BA 16% 

*% 

Ataani 

024 14 154 

22% 22 22% 

♦% 

Anysite 

277 5058 

60% 58% 59ft +}i 

ArahchCp OK 131368 

10 0% 10 +% 

AaafQgk: 

15 151 

19 18% 19 

+% 

Analysis 

052 18 114 

21% 20% 20% 


AnongeMn 1J» 16 259 

15% 14% 14% 


AnfewQp 

X SB 

55% 53% 54 

-2% 

Andraste 

11 7 

16% 16 16 

-% 

Apogtex 

032 X 219 

16% 16 1BA 

-A 

APPBlo 

X 709 

5% 5% 5% 

4% 

AppUlta 

16365*1 

41% 40 40% *2% 

ApptaC 

0« 1045063 

-42 88% 4099 -JBS 

Apptabeeo 

005 32 SB 

1B% 17% IB 



Alter Dr 030 24 513 022% 21% 22% *V 
Arena 010 14 2532 16% 15% 16% 

Aigawi 1.18 B 131 28% 28% 29% 4% 
Armor A) 064 18 558 21% 20% 21% -*-% 
Anted to 044 15 581 19%d17% 17% -V 
Aspect 20 845 34 32% 33% 

ASTItedi 10520642 18 15 15% -% 

AOdnson 5 248 1 0% 9% 9j] -A 

AISEAir 032 101098 17 19% 16% -V 

Aum 024® 6087 34% 32% 33% 

Aukfiito 11 10 2% 2% 2% 4% 

Aaron 092252 307 7% 7ft 7£ -A 


-B- 


BEI B 

OK X 

IX 

5% 5 5% 

+% 

BtearJ 

on 8 2573 14% 14% 14% 


BkhmLB 

024 4 

1X1)17% 17% 17% 

+% 

Banoee 

11 

511 

18% 17% 17% 

-% 


OS 9X79 

17% 16% 17 

-% 

BankereCp 048 9 

X 

14% 14% 14% 4% 

Bartmorth 

092 10 

58 

X 24% X 

4% 

BMiaGBo 

050 13 

IX 

29% 29% 29% 

-% 

BflstaF 

on 18 

173 

X 29% 29% 

-V 

BayVtow 

060 10 

re 

19 19% 19% 

-% 

Btebaria 

UO 10 

911 

55% 54% 55% 

4% 

BttTfti 

1.18 02003 

29% 28% 29% 

41 

BE Abo 

9 

644 

6%d6% 6% 

-% 

BaauaCos 

042 17 

2 

U% 14% 14% 


BanUeny 

19 

X 

10% 10% 10% 


BotayiM 044 23 

84 

XV 39% 88% 

-% 

BHAdp 

012 15 

a 

12% 12% 12% +% 

max 

24 

275 

6V 5% 5% 

Jfl 

UB 

019 16 

in 

14 13% 14 

4A 

BkuloyW 

an is 

2X 

15% 15 15 

-% 

Stogen 

9513639 

X% 34% 34% 

-A 

Bktaa 

a 3X5 

15 14% 1*A 

-A 

fiktaDig 

in is 

239 

36% 35% 38% 

4% 

BMC Sate* 

23 7721 

80% 58% 50% 

-% 

Boatmens 

IX 81648 

X% X% 28% 

-% 

Bob Earn 

029 18 

303 

20% 19% 19% 



BOOH&B 24 3BnZ7% 26% Z7% 
Borland 70577 7% 6% 7 -% 

Boson Eta 026 5 123 29 2B 28% 4% 

Baton TC 281162 13% 13 13% 
BiMftWA an 17 35 48% 47 47% -V 
Bunco 034 17 20 11% 10% 10% -% 
BlteoS 02B 153734 9% 8% 9% ♦% 
BSBBncp 099 0 10 S 27% 27% 
BTShfing 049 2 20 2% 2% 2% 
Odhtt 122274 9% 8% 0% -% 

BuBdakT IS 30 12% 12 12 -% 

Bar Bran 20 SS7 14 13% 13% -% 
Batata! 16 104 3B% 35% 36% 4% 
BttartCg 040 7 68 35% 34% 35% -% 


- c - 

CTtt 4 987 21 1B% 20% -% 

CteatUte 18 104 5% 5% 5» 2 +% 

CteScfwa 160 13 542 25% ®% S% 4% 

Ctateapwon 19 482 15% 15% 15% -A 

Caere Cp 4638B7 14% 12% 13 -lA 
Cdgtne 22 3 1168 9 d5% 5% -% 

QUMteo 24 1498 32% 31% 31% -1 

CndtaL 17 23 2% 2% 2% -% 

Ordta 0 178 1% 1A 1% 

Canon he 053 64 23 77% 77 77% 4% 

Cannrte 47 38 7% 7 7% 4% 

CartaoCm 066 2 ID 27% 27% Z7% -% 

Cascade 060 15 184 2S 24% 24% 4% 

CaSBjrS 0£B 17 B3 14% 14% 14% -% 

Cetgana 4 259 6 5% 6% 

cncp 15 43 12% 12% 12% 

Ctrtonr 88147 17% 16% 18V -% 

CnWFM 1.12 8 690 25% 24% 24% -& 
CrfilSpr 15 *0 12 11% 11% 
Oonder 11 11 5% 4% 5% 4% 

Chaporl 068 6 815 19% 19% 18% 4% 
Om®i 009 11 1077 8% 8% 6% 4% 
Cheater 16 B 12% 12% 12% -% 

Ctenpomr 12z100 3% 3% 3% 

Cttps&Ta 24 2311 7% 7% 7% -% 

Chbincp 794548 65% 84% 2% 4% 
Cbm ft! in 13 282 52% 51% 51% 

Ckrtas Cp 017 27 479 35 34% 34% -% 

CbruaLgc 1113748 26% 24% 24% -2 

CSTedi 24 253 2A 2A 2A 
QacnSfi 2B40901 38% 34% 34$ -Si 
CO Banco 168 12 121 25% d2S a % 

Chan Hr 11 220 4% 3% 3% -% 

CBh Dr 73 113 12% 12% 13% +% 

CWtestm 771164 3% 3% 3% +% 
CooCohB 160 17 2 27% 27% 27% 4% 

CDdaErw 83 174 5% 5% 5% 

CDdettana 11 9 9 9 9 

CoohxCp 30 2997 24% 23% 23% >1% 

ensues X 125 17% 17% 17% -% 


Cdmat 

20 1882*1% 20% 20% 

-% 

CoOpe 

OX X 248 

XXV 24% 

4% 

0*1 Gas 

12B 13 11 19% 18% 18% 


CoMfirp 

060 13 X 33% 32% 32% 


Com* 

032 10 3838 18% 14% 16 

-% 

CmcsM 

009 17 1065 

15 14% T4% 


CmretASp 

008 51 6855 

15 14% 14% 

4* 

ConwacsfoOa 9 IX XV 27% 27% 

■V 

Comma 

ore w noo 

IB IS 18 


ComanC 

16 2434 23% 22% 23% 

-V 

Con*<(teB 

8121194 

8% 7% 8% 

*% 

Comshore 

106 106 

17 16 17 



16 191 

3A 2S 3A 

4% 

Consfcm 

7 317 

9% 7% 8% 


ContaCel 

2512 734 25% & 25% 


CnsOara 

161 4S1 

6% 6 8,« 

-A 

CoareA 

050 2 414 

16 15% 15% 

-% 

OopyWo 

45 664 

6A 5% 6% 

4% 

Calls Cp 

35X2 

64 58% 64*3% 

Capa A 

X X 18% 15% 16% 


OflCterB 

(US 21 2009 21% 20% 21 


Cray Comp 

1 1891 

1% 1A lA 

4»i 

Crown Roe 

17 108 

4% 4 4% 

-% 

Cpogn 

34X0 

4% 3!i 4% 

4% 


(JSC Cm 

- D - 

2820460 - 36 % 

34 34 A -TA 

Dart Gnu 

113 2 17 81 

97 X * 1 A 

DfltaSrtCh 

51 32 3 A 

3 3 A -A 


Dtaflex 21 IS 6% 8% B% ■% 

Dtaaeopa 17 700 17% 17 17% -% 

DaiteMp 160 10 537 23% 23% 23>2 -A 

Dte Streps 020206 99 4% 4% 41* 

DeftMEn 032 26 378UZ1V 21% 21% 4% 
DdofcGe 060 IB 226 28 27 27% 4% 

Defctaaps 044 14 35 16 15 15% 4% 


Mate 

H Ha 

Ok g ita Mte loa Ita 

am 

Dei cans 

1721298 43% 41% <2% 

-1% 

M* 

OX » 1758 34 33% 34 

+A 

0*pU 

1.12 8 702 32% 31% 32% 

*% 

Dflteon 

on 8 192 8% 8 a 


DHTKfi 

16 31 23 22 % X 


□MB 

090 15 268 1BA 17% 17% 

-% 

Oglldl 

1716SZ 21% XV 20% 


Og Hap 

X 1203 17 18 16% 

-% 

Dig Stead 

31 1157 2% 2% 2% 

-A 

USyat 

41 1090 B% 0 6% 

-% 

OkraaCp 

16 55 40 39% 39% 


Dtderm 

0X 32 18 7% S% 6% 

-% 

DMA Pita 

22 1 X5 3A 3 3% 

-% 

Deter Ga 

on 302061 31% 30% 31% 

*% 

DortiiHM 

on io 2 11% 11% 11% 

*% 

OremEogy 

10 nra 9 9 9 


OnMBao 

13 293 10% 10% 10% 


Drey Bl 

034118 49* X% 27% X 

+v 

1 Drag Eapo 008 10 4X 5% 5 5 

-V 

DS Bancor 

UB 10 268 22% 22% 22% 

♦% 

Dukui 

042 181122 18% T7fl 17*J 

-A 

OyiBteeb 

131057 X% 34% 34% 

*% 

Eagio Fd 

» E • 

0 145 1% 1JJ 1A 

-A 

EfltaCp 

1 224 3% 3% 3% 

-% 

Esafifta 

5 5 1% 1% 1% 

1 

HI Tel 

032 IB 4188 14% 13% 14% 

*% 

Ego** 

177 IX 11 10% 10% 

-% 

BPBtaB 

0Z1B1 1i ft Ji 

•A 

BactrSd 

17 479 21% 21% 21% 

-1 

BocttS 

068 X 2 50% 50% 50% 


BaeAia 

166013 18% 18 18% 


Bean Ass 

15 504 3% 3% 3% 

*% 

Bate* 

BO 1802 13% 12% 13% 


EngyVtas 

X 8 13 13 13 


EmfrSte 

« 11 1ft IS 1ft 


Boon lac 

2 SX 2A 2% 2% 


Euteyoa 

01014 77 3% 3% 3% 

-V 

Ertcafi 

049 3 3360 55% 54% 55.49 

-.15 

EHd 

871167 6% 6 6% 

*% 

Evans 9h 

31 5 12% 12% 12% 


Extayte 

125846 16% 17% 18% 

-A 

BcbBxz 

8 31 7% 7% 7% 

-% 


16 108 19 18% 19 

*% 

EmaKI 

O10 21 158 S 21% 22 +% 

EsoraAnv 

S6 930 B 9% B% 

*% 

Fai Grp 

- F - 

9 9 4% 4% 4% 


ForCp 

02*42 X 0% 6% 6% 

*% 

Ftaeoal 

004 49 24® 43% 42% 43% 

*A 

(WhO 

14 402 25% 25% 25% 

-% 

RChTTnl 

13* 13 404 48% 48% 48% 


Fifty Dfl 

11 IS 3 2% 2% 

•A 

RgghA 

034 0 ZX 6% 6% 8% 


nu 

25 4198 l£2 30% 31% 

-% 

RraAa 

UO 71045 28% XV 28ft 

-A 

FUBcOU 

UD 10 42 22% 21% a 

-% 

fttCDOk 

060 171065 22% 21% 22% 

+% 

FaSocty 

1.12 6 2943 23% 23% 23% 

-% 

FstTm 
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AMERICA 


US stocks improve as 
rate fears recede 


Wall Street 


US shares began the day in 
negative territory, but bounced 
solidly positive by late morn- 
ing in a wave of program buy- 
ing and reduced fears of an 
aggressive interest rate 
increase next week, writes Lisa 
Brxmsten in New York. 

By 1pm, .the Dow Jones 
Industrial Average was np 
22.87 at 8,885.57. The Stan- 
dard & Poor's 500 gained 2JJ2 at 
468.68 and the American Stock 
Exchange composite rose L49 
to 43m 

The Nasdaq composite 
slipped 0.87 to 76223. Volume 
on the NYSE was active at 
137m shares. 

hi testimony before two Coif 
gressional committees, Mr 
Alan. Greenspan, nhairrnaii of 
the Federal Reserve, would not 
comment on whether the cen- 
tral bank. would put up interest 

rates next week at its Open 
Market Committee meeting. 

He cited both the low level of 
consumer prices during 1994 
and described the economy as 
healthy, leading some to specu- 
late that the Fed mig ht not 
tighten monetary policy at the 
meeting. 

Consensus held, however, 
that the central bank would 
raise rates by 50 basis paints to 
6 per cent, and Mr Greenspan 
also said that the Fed would 
carefully monitor inflationary 
pressures wm in data such as 
low unemployment and high 
capacity utilisation figures. 

Also driving the market was 
another wave of corporate 
earning s reports. 

Although Compaq Computer 
reported a 55 per cent increase 
in earnings for the fourth quar- 
ter of last year, the shares lost 


nearly 13 per cent of their 
value as the company said it 
did not expect an earnings 
increase for the first quarter of 
this year. At midday, the 
shar es were changing hands at 
$37. down $5% from Tuesday’s 
close. 

Pessimism about Compaq's 
earnings spread to other high 
technology issues yesterday 
and was a major reason the 
Nasdaq was the only major 
equity index to post a decline. 

Apple Computer, which 
trades on the Nasdaq, was 
down $1 at 840%, Intel lost 8% 
at 87114, Sun Microsystems 
shed 8% at 832% and Cyrix 
dropped $% at $25%. 

Microsoft gained $& at $62%, 
and Lotus Development, which 
had dropped from a January 12 
high of 844%, surpassed that 
level yesterday by gaining $3% 
at $44% in spite of reporting 
earnings below expectations. 

Bausch&Lomb, the lens and 
eye-care company, dropped $1% 
at $33% after reporting a loss 
for the fourth quarter. The 
company also said it was tha 
subject of an investigation by 
the Securities and Exchange 
Commission about its contact 
lens operations. 

Philip Morris bounced back 
from a difficult 1993 to report a 
17.4 per cent increase in net 
Burnings far 1994, generally in 
fine with expectations. Shares 
in the food and consumer 
goods conglomerate rose $% at 
858% on the news. 


Mexico 


Canada 


Toronto stocks were higher at 
midday, with most sectors 
posting gains in active trading. 

The TSE 300 composite index 
was ahead 823 at 4,08926 in 
volume of 22.07m shares val- 


EMERGINQ MARKETS: IFC WEEKLY INVESTABLE PRICE INDICES 


No. of 


Dollar twins 

Jan. 20 % Change % Change 


Local currency terms 
Jan. 20 % Change % Change 


Market 

stocks 

1995 

over week 

on Dec ^ 

1985 

Alia* iumL 

U*CT WsTm 

on Dec *94 

Latin America 

(259) 

506.03 

-62 

-122 




Argentina 

(30) 

70324 

-5.7 

-3.6 

434,681.76 

-5.7 

-3.5 

Brazil 

(72) 

34851 

-32 

-92 

1.107,767.675 

-3.6 

-9.1 

Chile 

(36) 

753^8 

-4.7 

-3.9 

1,234.55 

-3.8 

-Z.1 

Colombia 1 

P8> 

915.05 

+52 

+12.7 

1,383.34 

+6.8 

+16.1 

Mowca 

(73) 

467.75 

-122 

-23.1 

1.148A5 

-5.2 

-11.0 

Peru* 

(20] 

150J31 

-7.4 

-15 A 

200.71 

-72 

-15.6 

Venezuela* 

(12) 

443.01 

-3^ 

-10 2 

1,72939 

-3.5 

-105 

Asia 

(659) 

22451 

-O^ 

-10.0 




China* 

(20) 

66.13 

+1^ 

-12 2 

7CL54 

+1.5 

-12.9 

South Korea 1 

(159) 

127 J04 

-0.4 

-7.1 

132JJ5 

-0.7 

-6.6 

Phiflpplnes 

(25) 

256.10 

-1.4 

-14.1 

304.96 

-0.8 

-135 

Taiwan, China* 

(93) 

14BA5 

-3^ 

-10.9 

144.47 

-3.6 

- 11.0 

India 7 

(103) 

11225 

-0.7 

-8^ 

125.67 

-0.6 

-8.5 

Indonesia 1 

(42) 

94.81 

+5.0 

-52 

113.B9 

+22 

-4.4 

Malaysia 

(114) 

233^1 

-T.B 

-11.3 

224^8 

-12 

-115 

Pakistan* 

(36) 

346.88 

-3^ 

-5^ 

48536 

-3.4 

-5.1 

Sri Lanka 11 

(1?) 

167.89 

-2.4 

-2.4 

181.63 

-22 

-2.1 

Thailand 

(88) 

356.74 


-7.0 

355^D 

+02 

-7.1 

Euro/Mid East 

(147) 

111.36 

-32 

-6.0 




Greece 

(40) 

219.72 

-02 

-2.8 

340.54 

-2.0 

-4.9 

Hungary" 

(5) 

134.68 

-2.6 

-11^ 

131.24 

-42 

-125 

Jordan 

<6) 

151^5 

-02 

+12 

223.54 

-0.7 

+05 

Poland* 

(16) 

457.37 

-22 

-22 

694.05 

-22 

-35 

Portugal 

(29) 

118-60 

-2A 

-3.7 

126.44 

-22 

-45 

Turkey 11 

(44) 

109.88 

-62 

-9.7 

2,099.61 

- 42 

-5.1 

Zimbabwe** 

(5) 

267.23 

+62 

+02 

328.00 

+6.1 

+85 

Composite 

(1066) 

273^5 

-3.6 

-112 
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Equities on the Bombay Stock Exchange, which have been sliding steadily since about 
October, ML sharply earlier tins week before staging a technical recovery yester day , 
writes Shiraz Sidhva in New Delhi 



•s 


, following die currency 


The 1 
current 
Dealers 

disillusioned with the Indian stock market and the 

of trading. Foreign investors were already pressed for 
crisis in Mexico. 

Mr Bhagirat Merchant, president of the Bombay Stock Exchange, said political uncer- 
tainty after the ruling CongressCQ party fared badly in assembly elections in four 
southern Indian states in November had contributed to the fall in the BSE index. A ban 
on renewals and the cancellation of the bodltx, or forward trading s ystem, hwfl also led 
to the decline. The bcuUa system allowed brokers and buyers in carry outstanding 
purchases from one settlement period to the next without paying for th em in fall, 
allowing them to acquire large volumes of shares with relatively little money. This 
informal forward market accounted for 70 to SO per cent of the stock market, before it 
was banned in December 1993 by the Securities and Exchange Board. 

Mr Merchant said yesterday that the government would have to take steps to avert a 
crisis and frame new rules to improve the system. The government was considering 
Introducing some form of futures trading in shares or an index-based futures system to 
replace the badla. “Though the market is fundamentally strong, it has been aiirttiip for 
over three months now, and there is enough cause for the government to be alarmed 
and do something at this stage,” he added. 


FT-ACTUARIES WORLD INDICES 


German construction stocks 


ued at C$318.3m. Declining 
issues edged out advances by 
243 to 241, with 258 issues 
remaining unchanged. 

Traders said that equities 
were helped by good corporate 
earning s , strength in ranfiflian 
bonds and higher Wall Street 
stocks. 

Three of the market’s 14 sub- 
indices posted losses at noon. 
The precious metals group 
weakened 4L04 to 9.0Q2J1. fol- 
lowed by declines in transpor- 
tation and conglomerates. 
Advances were led by the utili- 
ties, forestry, energy and bank- 
ing sectors. 

Slocan Forest Products 
moved forward CSV, to C815V. 
on 133,722 shares after Canfor 
Corp’s hostile takeover bid 
failed to get the mfadmum 51 
per cent of Slocan's shares. 
Canfor, which has extended 
the bid, was off C$% at C$17 in 
lighi volume. 

BCE gained CSV* at C$42% on 
835.026 shares ahead of its 
fourth-quarter results expected 
later. 

Fletcher Challenge Canada 
class A topped the TSE’s most 
active list, firming CSV* to 
C$1 8% on 1.41m shares. 


Some consolidation of 
Continental markets continued 
yesterday, with individual 
company news featuring. 
writes Our Markets Staff. 

FRANKFURT remained on 
the upside, although car stocks 
generally continued to suffer. 
The Dax index improved 8£0 to 
2,026.84 in turnover of 
DM7-5bn. Daimler fell DM6-2Q 
to DM704.80 and Volkswagen 
lost DM3.90 at DM403.70, both 
in large volume, and with US 
institutions believed to be 
heavy sellers. BMW was the 
exception, reversing a DM5 fall 
during official hours, to nmvo 
Into positive territory during 
electronic trading, adding DM9 
at DM735.50. 

The construction sector went 
against the trend, partly in 
reaction to a report from the 
Institute for Economic 
Research which suggested that 
public sector building con- 
tracts throughout western Ger- 
many over the next io years 
would decline. The major con- 
struction groups, heavily 
exposed to the public sector, 
moved lower, with Hochtief off 
DM 21 at DM827, Bllfinger 
& Berger down DM7 at DM718 
and Holzmann retreating DM2 
to DM783. 

Hochtief also announced late 
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yesterday that it would make a 
statement today on its bid to 
raise its 20 per cent stake in 
Holzmann, while the cartel 
office was also due to 

annnrmnp fts final ripHdrm on 

tfae plan. 

PARIS greeted the first ses- 
sion of the new account with a 
solid advance which took the 
CAC-40 index above the 1,800 
level, closing 22.28 ahead at 
1,802.46.46. Turnover was 
FFr3 -2bn. 

The gruwar nmpnt announced 
that pre-marketing for the pri- 
vatisation of Seita, the tobacco 
monopoly, would begin today, 
with the institutional place- 
ment expected to be priced at 
between FFr126 to FFr134, pla- 
cing a value of up to FFrTtm on 
the group. 

Bid rumours circulated, with 
BNP. up FFr5.40 at FFr234. 
said to be ryingirinHnp a take- 


over of TSB. of the UK The 
French bank was also believed 
to have confirmed yesterday 
that its CEP division had been 
buying shares in Suez, up 
FFr6.40 at FFr232. as part of 
“normal portfolio operations". 
Some 3 per cent of Suez shares 
had nhangnri hands in the last 

three sessions, dealers said. 

Pechiney, the aluminium 
group which anno unced mana- 
gerial changes and said it was 
aiming for privatisation by the 
end of the year, added FFr220 
at FFr38220. 

MILAN ran into profit-taking 
after Mr Lamberto Dim duly 
survived the parliamentary 
«mfidpnrg vote, although the 
large number of abstentions 
demonstrated the new govern- 
ment’s vulnerability. The 
Count index declined 8.71 or 1.3 
per cent to 664.75. 

Mr James Cornish at Nat- 


West Markets remained post 
five, however, and c on t in ue d 
to overweight the market cm 
the view that it was cheapo He 
believed that Mr Silvio Berlus- 
coni and his allies would resist 
the temptation to bring down 
the new govern m ent sLncethfa 
would the risk that the 
rig ht would be seen, as praclpit- 
atinga lira crisis and wr e c ki ng 

Italian pnrirwmiir recovery. 

Olivetti was a sharp loser an 
the day, down L89 or. Al per 
cent to 14,084*. and Cir. Mr 
Carlo de Banedetti's holding 
company, fell L80 to Llfln tm 
resurfacing worries , that Oli- 
vetti would farm hi poor 1994 
results. 

Fochi. the engineering 
group, added to Tuesday’s 16 
per cent rise with another of 
L230 or 102 per cent at L2JS06 
in volume of 4Jbn shares as 
speculators returned after toe 
recent heavy falls. Hie shares 
had lost 45 per cent since the 
start of the year alter local 
press speculation, subse- 
quently denied by the com- 
pany, of a stock restructuring; . 

8 QIU CB ff wtatyd mutter, wife 

the mood depressed by the 
lower dollar, and the S MI In de x 
fall 9.3 to 2£2&5. 

Nest& lost SFri2 to a 14* 
month low of SFrU62 as tavea-- 
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lower than acpwted w««W 
■sales growth of £S P« cert, 

.7-3 li.V ’ ■ m i f t r^ n Hnn i l Awt 


growth* CWt. 

. Suiter registered. Rs2J SFffi .. 
or 4.7 per oent toSPr8Sl after 
the compenyr«»rted 
orders were u nchanged in ISM 
and Mr iw^fcnuacfc at UBS 
downgradedMbo a acfawfeai 
engtoeotog'grw to » 
tram a buy^srtter cutting his 
1994 and -X$95 tamings per 
share forecasts. ' : 

Brown Bcweri. up SPrfi at 
SFVU26. was abenefidary of 
switching out of Stoxer and 
ffti wH ia nte from ABB 023 Tues- 
day that its fourfc-qnarterper- 

fomumefi was in tins wtth the 

previous three quartan. . 

AMSTERDAM edged lower, 
still lacking dear direction,' 
and tin ASX index finished 
0.43 easier at 407.08. 

Hoogovans. however, was 
FI 1.50 higher at F178L10 after a - 
positive r eacmnwiDdatign from 
Goldman Sachs. INC, which 
_ said that It planned a tanking 
joint venture In North Kane, 
dosed SOt bents, cheaper at 
Fl78Aa - 1 
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ASIA PACIFIC 


Mexico was unable to maintain 
early momentum and shares 
fall 1.3 per cent in late morning 
trading that was douded by 
announcements of some poor 
1994 corporate results. The IPC 
index lost 27.9 at 2,067.71 in low 
volume of 24.6m shares. 

Burlier in the day, Alfa end 
Hylsamex, the steelmakers, 
and Sigma, the food processor, 
had reported sharp falls in 1994 
Bantings 

• Sao Paulo was closed for a 
city holiday. 


Kobe reconstruction theme boosts volume 


Tokyo 


Active trading of shares 
related to the reconstruction of 
Kobe boosted volume, and the 
Nikkei 225 average dosed mod- 
erately higher, writes Emiko 
Terazono in Tokyo. 

The index gained 98.75 at 
18,159.48 after moving between 
18,095.75 and 18,412.61. Inves- 
tors bought construction, hous- 
ing and building materials 
stocks on hopes of increased 
demand from the reconstruc- 
tion of the city ravaged by last 
week’s earthquake. But profit- 
taking and arbitrage unwind- 
ing in the afternoon eroded 
some of the gains. 

Volume totalled 592m shares, 
rising above 500m for the first 
time since June last year, 
excluding trading dates for 
quarterly futures and options 
settlements. Public fund and 
pension fund managers were 
among the buyers, while insti- 
tutional investors and foreign- 
ers sold into strength. 

The Topix index of all fire: 
section stocks rose 15.73 to 
1,426.03, while the Nikkei 300 
added 2.41 at 260.98. Gainers 
led losers by 788 to 264. with 
133 issues unchanged. In Lon- 
don the ISE/Nikkei 50 index 
put on 2.71 at 1,165.52. 

Some analysts said the 
demand for construction stocks 
was speculative, with most of 
the trading done by Individual 
investors and dealers looking 
for short term profits, and by 
traders who were covering 
short positions. 

"It is hard to tell how long 
the rally [in the construction 
sector] will last, but in terms of 
valuation many of the stocks 
are too expensive," said Ms 
Seiko Ohtsuki, construction 
analyst at Morgan Stanley. She 
warned that while many of the 


SOUTH AFRICA 

Shares finished lower amid a 
lack of firm interest and 
renewed gold price weakness. 
The recovery in Asian markets 
and gains in London bad 
little to help sentiment, trad- 
ers commented. 

The overall index declined 

52.7 to 5,261.5, the industrial 
index was 40.5 off at 6,428 and 
the golds index dropped 47 or 

2.7 per cent to 1,678.9. 
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contractors would benefit from 
the reconstruction, the effects 
on earning s would not appear 
quickly, anH that the bulk of 
the buyers would be quick to 
sell off their positions once 
activity slackened. 

The co n str uction sector dom- 
inated active stocks. Sumitomo 
Osaka Cement, thp most active 
issue of the day, climbed Y36 
to Y555, while Daido Concrete 
moved ahead Y70 to Y550 and 
Nihon Cement Y14 to Y724. 
Obayashi rose Y40 to Y770 and 
Aoki Y47 to Y508. 

Steel companies were also 
bought, with Nippon Steel up 
Yll to Y344. 

Profit-taking hit Nippon 
Telegraph and Telephone, 
which lost Y12.000 at Y783,000. 
Same electronics stocks were 
also lower. NEC retreating Yl8 
to Y952 and Sony falling Y80 to 
Y4.920. 

In Osaka, the OSE average 


advanced 357.70 to 20^79^4 in 
volume of 77 An shares. 


Roundup 


Technical recovery and bar- 
gain hunting WSS the thama 

HONG KONG was encour- 
aged additionally by better 
than expected government 
land auction results as the 
Hang Seng index rose 217.82 or 
3.1 per cent to 7,240.72. 

Turnover was flat at a provi- 
sional HK$3.02bn. The land 
auction results were not good 
but better than predicted, with 
only one site withdrawn 
against the two expected. Prop- 
erty shares were nearly 4 per 
cent stranger. 

KUALA LUMPUR saw heavy 
fond buying in blue rhtpa as 
the ELSE composite index 
ended 29.88 or S^> per cent up 
at 870.75. Genting led blue 
chips with a MSI .20 rise to 


MS2OS0 and property developer 
Asas Bunia led activity on its 
debut, dosihg at M84.06, a pre- 
mium of 69 per cert an its IPO 
price of MS2.40. 

SINGAPORE traders sgfo its 
rebound was very tedmical as- 
bargain hunting by institu- 
tional fimA» took it up is per 
cent, the Straits Times hahis- 
trial index wwnrinf 4SJ& to. 
1362J8 in vtdumo of I5i.2m 

TAIPEI reported big buying 
in steels and teifflM by indB- 


At 

aS^to %au.7« ^in temSw 

down Bt6-S8lm to 

Bt4i47Tm- : ' MANILA brokers 
saWshcntteminveetes wore 
buying bd rit shares they had 
said at higher prices as . the . 
compoeite&^gaiBodMJtear 
2X per cart nt 2,425^18. . 
UtAGHl stayed bearish. 




rirdsxc from foreign 
“ KSE100 index 
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viduals and inveetment trusts: '.-doaed j 
as fhe^ weighted faxfax followed . SYDNEY foil in Sfifte of het- 
Tbkyo and Bong Kobe r tor : th*it'MEpectBd December 

with a gain of 13t83 or fc^per ^ qn®St^Sa«aner price index 
cent at 6^99^62 in Tli^m tnnK .. Ord to a ria a indax 

over. But tetdmrt said today^- ^oi^ ll.Sfowar gt 1850 
rebound did not mean teas, dragged 

ket has reversed its downtrend <-Jhwer rW^rter- Holt and 
and aaw heavy seSingproa m y ^flet dy .ChaBeng;^ off a cents 
e nw r aiiBC at ar e n nd' 8.400:^ -v-^at' 13 cents • at 

nSS^OK^dealanrnrid a MS&4& index 

plan to launch new mutual^ foil 15.4^to L907 j6& 


Did you hear 
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the one about 


the Italian, 


i. 

' 3?- 


the Belgian, 










tt. 










the Swiss and 


: l '- r : 


the two Brits? 




UFFE’s Three Month ECU Designated Market Makers: 


HSBC Futures, a division of Midland Bank pic 
(acting on behalf of MkSand Global Markets, a division 
of Midland Bank pic] 


Some people think the Idea of Europeans coming together is a Joke. 
The fact is It's happening every day. Just took at the rise of ECU- 
denomlnated finandal instruments - from loans ; and deposits to 
FRAs, interest rate swaps, treasury bflls and floating rata notes. 




Istituto Bancario San Paolo dl Torino S.p A 


KredietbankN.V. 


Three Month ECU interest rate futures contract te the 
only B<change-traded hedging tool to help manage risk In 
these instruments. 




The contract offereHcnjlc%, the flexibWty of sbed^^ " 


NatWest Futures Limited 

(aettig on behalf of NatWest Mariots) 


M^cars. 


These m** insStutiora {one Italian, ons Belgian, ona Swiss andtoo 


UBS Futures & Options Limited 

(acting on behalf of Union Bank of Switzerland) 


li^foraminimumsta^ 

4Q In ttie third and the kxtfo.ao in the Wfo and the sixth. A. 



LIFFE's Three Month ECU i 
interest rate futures contract 





The London International Financial 
Futures and Options E xchang e 
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